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U.S COMMISSION ON CIVIL RIGHTS

- . .
.

The *U.S. Commission-on Civil Rights is a'temporary, independent,

biliartisan agency established by Congress in 1957 and directed-to:

st ,

Investigate complaints alleging that citizens are being deprived
of their right to vote by reason of their race:color, religion,
sex, or nationa origin, or by reason of fraudulent practices;

.1

Study and cotlec information concerning legal developments'con-
stituting a denial] of equal protect -ion of the laws under the
Constitution because of race, color, religion,,sex, or national
origin; or in the administration of justice;

Appraise Federal laws and policies,witfi respect to equal protection
of the laws because of race, color, religion, sex, or national
origin, or in the administration-of-7ustice;4

'Serve as a national clearinghouse for'information in respecetO
denials of equal protection of the laws because of race, color,
religiOn, sex, or national_origin;

)

Submit reports, findings, and recommendatiodato tle President, and
the Congress.

'

Members of-the CoMmission-

Arthur S. Flemming, Chairman
Stephen Born, Vice Chairman ,
Frankie M. Freeman-. .

4 Robert S.. Rankin
Manuel Ruiz, Jr.
Murray Saltzman

John A.'Buggs, Staff Direct -'or
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\ U.S. COMMISSION ON CIVIL BIGHTS
WASHINGTON, p.c., MAY 1975

THE PRESIDENT
TIE PRE82DENT OF TITS, `'SENATE

.4 THE SPEAKER OF. THE HOUSE OF ,REPRESENTATIVES\

The Commission on Civil Rights, presents to you this report pursuant to

Public Law 85-315 as amended. '

On March 5, 1969, the Federal Government established through Executive

Order 11458, as amended, a gblicy of assisting minority businesses by

providing loans, technical aid, and government contracting opportunities.

Subsequently, three special prpgramS,- the 8(a) Subcontracting Ptograffi,

the Buy Indian Program, and the Minority Subcontracting Program - were

established to assistepinority-owned firms in"obtaihing Federal contracts:

No such policy, hoWevermas directed toward businesses awned by non-

minority women. .Consequently,, no programs have been established- to pro-

vide assistance to them',

This report is concerned primarily with minorities and women as govern-

ment contractors. It analyzes the extent to"which minorities and women

share in $120 billion worth of Federal, 'state, and local government con-
/tracts.Annually; thi problems encou9Liered by firms owned by minorities

and'womed seeking government contracts; the opportunities provided
minority firms through special contracting programs, and the extentto

'
which nOnminority,women are entitled to participate in these programs.

,
Data on Federal contracting programs were gathered from responses to

qnestip.nnaires'bent to 10 Federal, agencies and 2 offices within Federal

agencies which are responsible f4 administering Indian Programs7':-.Data__---

pnState and local government programs were gathered from 76 responses to

137 questionnaires Sent,to State, cityi.and,ldcal governments The 0

.Commission also conducted extensive interviews in five State the Distric

ofColumbiat and on three Indian reservations.

*

Our investigations revealed that minority and female -owned firms encounter

. problems of staggering proportions in obtaining information on Federal,

State, and local government contracting opportunities i time to submit

timely bids, and in obtaining the working capital nece sary for effective

marketing and bidding. Minority and female entreprene rs also encounter

a great deal of skepticism regarding their ability to/perform adequately

on government contracts. Government contracting officers and program
offidalsexpressed reservations concerning the ability of minority-owned
firms-to perform, although no specific cases of.inadequate performance by
minority firms were brought to the attention of the Commission's staff by

these contracting officials.

i
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State and local efforts to comply ith these dir.ctives have been
limited. Only 10 of the 76 jurisdAtions which ..espond d to a
ComMission questionnaire had established Ttogra s to ptu ide contrac-
ting oi*ortunities to minority firm4 and none rovided these
opportunities to.nonminority female-4ned firm . In fact these
programs have met with little success ,In aidin minority-caned fims.

As a result of the limited impact of th F al, State, aid local
special contracting programs, minoritie re ive less than seven-
tenths of-11 percent of the $120 billion pen annually by theSe .

governments fcr -contracts, And the ident 5i Di e share of contracts ,

awarded to firms owned by women is imper ep ible.
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The Commission trusts that its findings and recommendations Will prove

elpfu] too the-executive and legislative branches as they seek to #

tructvre proitrams that willbe morejespOnsive to the needs of minority

f rms and will provide new opportunities for nonminority, female-owned
\

fi s.
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The combined purchases of the Federal Government for EY 1972, 'and

State and local goverrmients. for calendar year 1972, exceeded $120

billion, providing contracting opportunities for almost every segment

of the American business community. Firms owned by minorities and

1

PREFACE,

,

women,, however, received less than 1 percent of the total, dollar value

of all government contracts according to information supplied to the

2
Commission by Federal State, and local governments.

-141nen this study commenced in 1973, very little information had been

gathered on either the extent to which contracting opportunities were

available to minorities and women or-the number and dollar amounts of

.contracts awarded.to;them. FurtherMore, nothing-had been published whic1

assessed & implemeatation and effectiveness of contracting programs

established to aid minority businesses or determine whether businesses

,owned by minority and nonminority women have at-c'ess to such programs.
,.. ..,. ,- .

This. report partiallyseeks to fill this g414, 1,:s conclusions are based

. , .

not only upon the analysis of published censeS,ard prour.:ment data, but

also on information "compiled from questionnaires and interviews.

, ,

`3. i1.,11"rm is considered to be minority or femalc.-owneJ 'then a Id,i.nori cy

person or female owns: a sole proprietAti%ip; morc than 50 percent f

a partnership; or in the case of-a,corpotatiot', more,tLan 50 percent of

the outstanding stack of the corporation. .

I,
..

2. The,COMmission collected datalrom St,:.teand !Local governments-for

FY 1972 and also verified contracting data for Federal agencies for' the

same fiscal year. S,nce,the Commission found substantial discrepaniies

between the amount of contract dollars awarded to.minoti:y businesses as

reported, by the Office of Minority Business -EnteTr2sc CA3E) and qe.

dollar amount of such contracts as reported-by tl'e v'iriou..3 agenHeS1

the Commission used ,the verified, FY 1972/conrractinA fivres for its

11

analysis. ,However, OHBE reported $701,3 million worth of contracts and

subcontraptssas being awarded to minority Earns :.n FY 1974. Assumi g

Federal contracting remained at the FY 1972 le!ei and the accur.s..cy of

OkBE's FY 1974,figures, this would reoreSent 1.2 percent cn- tetal

eral contracting,, The $701.3 million, howver, admittedly. trclude
.

contracts awarded by private and publit. grntecs of Federal funs.'

'vii.
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DBJECTIVES:'DF THE' STUDY

O
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, .

Since the Minority. E terprise Program was established adminis- -..!

.

tratively in March 1:969 little has been done to determine whether.

. effOrts to-increase overnment contracting with minority firms haVe
,/.

beers successful. Als6, it was not clear whether such programs were

'accessible to onmino4ty women,onthe same-basis as they were to
1 . ,

minorities. / Thus, the',specific objectives .Of the, Commission,. in this

study; ere to determine the answers to the following'-questions:
, - , i

f,

* Do Federal, State, and local programs Provide
cOntracting OppArtunifies fiit minorities and
women equal tot.thOse provided to nonminority)
males? If not, what are the barriers to.theii
full' particiPation? .

* To what extent Have special State or-local
.: .

contracting programs been'established to
facilIf4econtiacting with firms-own d by
minorities andlwomen?

* 'Have distirictlirganizational m= anisms been
espagliihedtoimplement'sue special con-'r .

tracting progilms,.and,'W-so, are such
mechanisms ad quatelyreqUipped to carry out '

. , .

,

VV

a SO.

their task?

* Have goals been established for such programs-
and ire these programs aehieliing their goals1

/

* Will the tyPe andsize of contracts being carded
through_ta special programs aid the devel pment
of the firms they are designed to assist?

* Is therejan adequate -flow of± information to
minoriti /es and women regarding Tederal, State,
and loc41. contracting oPportunfties?

\'* "ze.unique problem; encountered by minority arid,
female=owlied firms supplying goods and' services

to goVernment agencies?

* the government's purchasing power being., '
ef*tively used to aid the development of firms
owned by 'minorities and women?

! . %



SOURCES OF _.DATA

.

Data on Federal tontractingprogramswere gathered frot responseS

to a questionnaire sent to 10 Federal agencies and two offices respon-
. ,

sible for a ministering Indian programs:: the Bureau of Indtan-Affairs

(BIA), in he Department of tile Interior, and the Indian Health'Service

(IBS), i the Department of Health,, Education, and Welare.-.

"The 10 agencies Were selected on. the basis. of the sizes of their-
.

pro uremene olperations and their reported papticipation in the MinOrity:

----"Enterprise Ttogram.*kgendies that,award numerous- or substantial con-
,

tracts tom4lority firms wet.% included as well as those-agendies that

award very few contracts to such firms. Also, there was an effort to
,

3

include agencies-that purchased a variety of goods and services, includ-
4

ing construction, hardware, and research services. The-agencies selected

were':
'the Department of-Agriculture; the Department of Defense; the

Emaronmental Protection Agency; the General Services AdMinistration;
.

-the Department of Health, Education, and Welfaib; the Department of

Labor;' the Depa'rtmentof Housing and Urban Development; the Pdstal

Service; the Department of Transportation; and the Veterans Adminis-

':tration. The,Commission staff interviewed 53 contracting officials in

.these agendies.
.

The -Conimission also sent questionnaires to 137 State and local

governments to obtain data,an their-contracting wAth minority and female,-

owned firms. -In addition/ interviews were conducted with 16 represen- ',

5(',EatiVed of minority busfeas developMent organizations and six women who

. Were 'either' representatives
-.

or'cxperts on the subject.

an overview of the problems

-government contracts and to

-eipecially in manufacturing.

'of female business deyelOpmenorganitations

The purpose of these interviews- was to get

confronting minorities and women seeking
4

identify minority and femalered firms,

Finally, the Commissiall interviewed 84

..
,

-/ .

3: No data arelcept isy the 10 Federal agencies surveyed by the Commis:

sion that would indicate:which-agencies are contracting with firMs owned

' by women. ."
. ,.

.
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minority males, 204inority'females, and 21 nonminprity leMale business -

.persons.
4

THE AVAILABILITY OF DATA.

Although responses to' the Commission's questionnaires to Federal,

State, and local/government's yielded some useful information, very

ittle was obtained in the way of hard data. Federal agencies do not
..- , . ,

. .

collect data on contracts awarded to tit er minority or.iondifilarity

women. Data eported.by the agencies.r garding contracts and.stibpon-

tracts tompetitively awarded to mindri ies aie not based On sound data

collecting procedures dhd,,are often stimatels or guesses/. Data were

virtually nonexistent 9t the Statc,tnd local and levels, and where data

were cdllected, rarely were they ross-clas sified by race and sex.

Given the unreliability aid'-inadequacy of the data, more reliance

had to be Placed on Cle observations and experience of program officials

and participants,in assessing lh: effectiveness of special contracting

programs.

This report analyZes the mat, rial, in two parts. Fait I analyzes
.

the participation of minority ar.1 "onale-owned firms as Federal contract
,

tors, while Part II addresses their participation as State and ldcal

government contractors.,

THE-USE OF FY 1972 DATA .

.. .0 .-_____,, ,

< e The Commission in undertaking this Li.al)sls drel'hcavily upon FY

'
. 4

1972 data compiled by ele President's Commission on.Government Procure-
-

ment, since it was the mrst current and reliablt.liata ayaila411 at the

time the stud' began and ,he use o' moro current statistics would have
,

er,ailed a protri.Led and comfilex task of reconciling and verifying

disparities in figures reported-Jy the contracting agencies and depart-
. .

ments, Office of Niocrity Business Enterprifr OUBE), and'
. -

the minority an female cOntractors..

4. See append it A or a ccmprehensive analysis of the methodology uSed
by the Comniss,o.1 in obtaining the data :for this report. It; includes

a liscussion of the bases foi selecting pterVieyees, and the size and ,
industrial classifiCatiot of the firmsw ose owners wereointerviowed.



4

I

r 4-

.074 . I .I ** .
.4.,

Though he volume of .contracting With. mituirities has increased
..--- . . .d.t. .; ,, 4. , .
since` FY 1972, ..the ratip of 'contracts awarda minprity and female. i'

-. / . ' . ..-

owned firms to total contractinehas 'changed only slightly. DOD, for .
-

example', awarded P,27 peecent of Its contracts throUch;the 8(a) pro--
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PART I

MINORITIES AND WOMEN AS FEDERAL CONTRACTORS
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INTRODUCTION

The Federal Governme:t spent approximately $57.5, billion for goods

and services purchaseefrom private contractors in FY 1972. Figures for

FY 1974 have not been reconciled, but from all indications totalcontract-
.-,

ing amounts were higher than for FY 1972. In FY 1972, the combined total

of Federal coneract\ s awarded to minority and female-owned firms, however,..

amounted to less than 1 percent of the Overall amount.

of goods and services ranging

sophisticated consulting services

Federal agencies purchase a variety

from weapon systems to2,paper Clips, froth

\

to janitorial and landscaping services. In ad 't' to government-wide

procurement.of standard commercial products, agencies such as the National

Aeronautics and Space Adminigtration, the Energy R'search and Development,
,, -. \

Administration, and the. Department of Defenbe stimulate new technological

arid- industrial developments to meet space exploration, energy, and

national defense needs. Federal contracting plays a significant role'in

the economy, purchasing an amount equal to 4.8 l'S'ercent of the gross,

national product in FY 1972. However, the indust4a1 distribution of

minority and female businesses and the nature oflederal spending tend to

limit the potential for the participatiOn of such firms as contractors.

xh
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Ad analysis of government purchasing by broad ustrial

categories

struction, '8..7 percent; ,material

services; 38.0 percent. Art -an

which was publishacrin 1974 and

available, shows-,that 70.6 perce

ederal contracting as\follows: con-

and supplies,, 53.3 percent; and

iysis of FY 1967 Federal contracting,

s the most recent detaiiedanalysis

t of all purchases from\panufacturers,

for materials and supplies were in five categories of products; (1)

military weapons and accessorie

products; (3) radio, 'television

craft and parts; and (5) transp
6

boat building). A major port

, (2) chemicals and selected"chethical,

and communications equipment; (4) air-

rtation equipinent (includin ship and

on of Federal purchases of services

were for repairs, research, professional. services, and travel accomo-,
1

p

dAtions (transportation and lodging).

This same analysis of governTebtcontracting by industrial

Categories for ,F7 1967 shows'thatthe Federal. Government consuMed a

significant,portion of the totaanational o.ftput of several categories
.

of manufactured products, such aS6eppons and accessories; aircraft -

and parts; and radio, televiiion, and communications equipment

( (se table 1).

1
.

'[

,
,

,.-.
A .

;Calculated from data provided in the
,

U.S.,,Depqtment of COmmerde,

Survey of Current Business, table'3.14 "Governmeqt Purchase -off Goods1---

and Services by Type, Annually and Quarterly," July,1974, p..'32. The

'ercentpges are for 1973. For purposes of this analysis, purchases .\

are categorized asconstruction, materials and supplies, and services.\

' The Survey of air-rent Business refers to construction as "structures"

' .and materials and supplies as "durables and nondurables."

6: Calculated from data provided; 3.n the U.S., Department of Commerce,

Suray-of-Current Business, table I, "Interinduspry Transactions;

1967," v01.1154, no. 2 (February 1974) -,

a
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TABLE '1. FEDERAL CONSUMPTION OF THE OUTPUT OF SELECTED INDUSTRIES.(FISCAL

\

i

YEAR 1967)

I dusty,
1 - .

Ordnance & Accessories
''Aircraft and Parts

aul
Radi , Television, and
C unication Equip.

Tran9pOrtation0Equip.
Office Machines
Mainenance and Repair
cond,truction

OfiiCe Supplies
' New Construction

Other Furniture and
Fixtures

Federal Purchas4
Percent of

Total Out ut

77.0
39.3

33.7
19.8

8.0

6.2

6.8-

4.3

3.2

Source: U.S., Department of Commerce, Survey of Current Business, vol. 54,
Ino. 2 (February 1974).: table I, pp. .42 -43.

The contracting opportunities for firms producing the goods and

providing the services listed in table 1, ar-d-suhstantial. The dearth

of minority and female-owned firms in these industries (see chapter 1)

however, limits their potential for increased. participation as govern-,..,

ment contractors.

'

. .

In the late 1960's the Federal Government recognized the existence
,

of the difficu4ies facing,minority:businesses and the need for minority

economic development. 'Shortly after taking office, Preshent Nixon
i

issued E,xeputd;Vk Order 1145g (March 1969),,announcing
a

a national poliCy

Of :fosteri4g minority business ownership-and development. Using the
-..

mechanims of Executive orders, Federal regulations, and congressional

appropriations, the administration developed a range of programs-that

it spread among several agencies. These programs together coMprise the
ti.

Minority Enterprise frogram,'w4ich assists minority -owned firms'*ina,

variety of ways, including loan packaging, contracting, and technical
4

assistance.:

114.1..
a

"1-
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Three special programs were established to assist m ofity

efforts to increase/their share of Fede'ral procurement- lars: the

Small Business Adm'inistration's
8ta) subcontFacting prop tam based on

the authority,ven the SBA by section 8(a) of-the Smal Business Act

to contract faith Federal agencies to provide goods and services and

and, in turn,, subcontract the actual work to socially /and economically '

,disadvantaged busineSses;_the minority subcontractin

rized by a contracting regulation which, urges major

to offer subcontracting opportunities to minority-

program, autho-

ederar contractors

ed.firmi; and the

Buy Indian program, 'based on a statutory provision authorizing the

Bureau. of Indian Affairs and the Indian Health SeVViee-tb tontragt,,---,

directly with Indian firms. bespite _differences in operatiOnfthe
. ,

.

common purpose of these prouams is to deveiop.markets for minority

6Usinesse;:. In contrast, -the,dtharprograms iri`the:Miriority Enterprise'
..--

-

PrOgteM, as, Equal Opportunity Loan and. Managevrit Assistant .

.

Programs focUs, on the development of financial and technicaLresources-.
1

*.,
.

Although-there is-a, national policy recognizing the need for.spe,

. . ._

-cial contracting programs- for minorities, includilig minority woMen& -= -,

there is no policecognizing-such a need, for norilMin6rity'women. This

part of the report' examines factors lmilding Minority and female-"owned

= firms in obtaining Federal contracts, analyzes the availability of

special cam' ritracting program-for iinority and nonminority'women and

assesses the objectives, OperOions, and effectiveneas of the the

iDecial-Federal contracting pftrams-designeld.to asSI'st
./,

.27
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Chapter 1
,

,:.

--,.

MINOgITIES AS FEDERAL0CoaTRACPORS
.

4-,The most' comprehensive data,On contract awards to minority ,firms
, ..

are contained in the annual repo- ft of the office of Minority Business

E nte rpr4e (OMBE) in the-DepareMentsa.Commerc_e.
.

Accprding to OW,'
scf 4

the Federal Governments, purchases from identified minority fii'ms
,,../

..

i
. ,,

totaled almost $394 million n FY 1972 (ee table 2). The total for

FY 1969 was $12.7 million. Both figures include-Blrect contracts,. ..,

,evn-
..

.

subcontracts Awarhe'd by major7government contractors, and subcontracts.. -_\. . f ,,aWarded thrbugh the Small Buginesg Administrationq Secaon 8(a) subcon-
. F,..9.

y tiactintirogram: - ''---
.0-

-- Obntracts awarded to firms which have teen identified as- minority
. -. :,.1.'..- ,.

ownedtOtaled O.7 percent of all'Fedecal procurement in FY 17210
despite the lact'that minorities owned 4 percent of all American businesses

. in 1,969The-1972 gross receipts for all minority firmsare.not:yet ,7 f

"* , i
Avairaiile; lbut, Using OMBE figurps, Fedetarpurchases from minority firms

-,:
''-in-FY 1972 totaled less than 3.8'percent of the 1969 minority gross

...

11 .
. , .

receipts.
c ,

_

-7'. See U.S., Department of Commerce:, Office Of Minority Business Enter-,.

pri"ge, ke'pott_to the President on Minority Business Enterprise (1972),
p. 1. 'Aecording tii MBE ligUres,,tptal contracts _and sub-Contracts-
awarded to .minority-tirmsin FY 1974 amounted; to $701.3 million,. 'This:

'1j-glls hOWevee has 'not beAVeafieeand admittedly includes contracts
.1Weded'by priVate andpubliC granteesy4f Federal fUnds.

S.ep chapter 7.for aI..s'aussion of the subcontracting program..
!..,..1.; -...:1.: .-

See chWter 5' for- diisugsinn4of the 8(a) program.

4 Total 'Federal zurch4eSfor `FY 1972 amounted to $57.5' billion.
-TAeri-ort orthe.,Comiliig'siOn-on Government Procurement (Washington, D.C.

*7 GP,o-;::, A972)::' 4Fend:ix a; p: 155 (hereafter cited as Report of thg, .

.'Xiiimmission on'Government-Procurement). \
.

Commerce, Bureau of J1 Census, Minority-Owned
Bdtinei'ses: 49-69 ;,111S-41 (1971), p. 1% (Hereafter cited as Minority-
OWned' Businesses: :

*
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4
These statistics may even cversta e the extent to which minorities

participat-e-in government c Dtracti The most reliable data are those
T

provided to OMBE by the Small Busi 4ss Administration (SBA) on 8(a) pur-

chases.chases. Other'OMBE data o di ect-contracts and subCoptracts are

inconsistent:with data.submii d to the Commission by Federal agencies.

Figures supplied )5TNZ of th 6 Federal agencies that responded to the
13

Commission inquiry differ sub tantially from the data furnished by OMBE.
, . o

The Department of Hous igwand Urban Development (HUD) indicated to the

CoMmission that it a arded4nly $2.3 million in contracts to minority
14firms, while OMB 'reported that$HUD had awards of $89.8 million.

/'
(See table 2.), The Veterals Administration (VA) reported $1,8414a93

Less than the amount reported, by OMBE, While the Department of Trans-

portation (DOT) reported $450,000 more than the amount givep by.the

E report.

If the OMBE -eport (see :table 2),is adjusted -to reflect the' figures

supPlied,by these three agencies, total Federal purchases from minority-

owned firmS are reduced by approximatelr25 percent to $3004:056,487. 15

Also, while the Federal Goyernment purchases goods and services equal to

approximate3y 4.8 percent of the gross national product, according to

responses to the Commission's,questionnaire its purchases of goods and

services from minority firms were less than 2.9 percent .of the $10..64

billion minority 6os6 receipts for fiscal year 1969.

12. Some 9f the inadequacies of SBA's data are discussed in chapter 5.

13. However,, the OMBE figtiresincllied contracting opportunities pro
.vided 6y Feder4 grantees, which are not strictly direct Federal procure-
ments and, thus; improperly ilcluded an a Federal contract or subcontract.

14. The HUD figures for FY l974 are even more suspect. While OMBE
reported that HUD awarded $142 million in contracts to minority-owned
firms, HUD's total contractil was only $246.5 million. OBE,officials
concede that HUD figures may 'nclude contracts,awar ed by grantees,,
Otich are not, in effect, FederZ1 contracts or sub ntracts.

15. The Department of, Defen'se does not maintain records on direct pro-
curement from minority firms; so neither the OMBE total nor the '

Commission's adjustment include DOD's direct purChases.

.1

4.

I
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4

CHARACTERISTICS 6F MINORITY-OWNED

The .current potential for significantly increased participation of

minorities .as governmddt contraceors is by the number of such

firms, their industrial.distribaion,4and their size. While the Federal

Government spetit 51.3-percrjt of the_ _total dollar value :of its contracts

for materials and supplies (manufactured goods), minority firms are not

well represented in industries that produce these gbods. According to 0

the 1969 Census. of Minority BusInesses, there are 321,95S minority' firms
-74

in the United tates with'gross receipts totaling $10.6 billion; -16

.
- .

These firmi are overwhelmingly concentrated in tle retail and nonpro-

,-
fessional-service)industries in 'Which the Federal Government does t e

.

.

leash amount of contractag: (see. table 3). -

17-

In manufacturing,
t14dispatity beeWeen the number of minority

. .

.

firms and all, manufacturing,. firms is pronounced. Accordingto estimgtes,

manufacturing firms numbered _401,000 In 1967, accounting for 5.3 percent

of all firms While minority
manufacturers.numbered only 8,000

40

in 1969

accounting for 2.5 peicent of all Minority firms. More important,
.e

manufatfilritig accounts for 39..;3 percent of the grossrreceipts of all

firts, but only 6.1 perrelaL the gross ;receipts Of minority firms.

Minority constiuction firms comprised 9.2 percent of all minority

firms in 1969, while construction firms accounted for 11.4 Terdent Of

all firms in 1967. Most minority constructiori firms are classified as, .

specialty cpnstractors. In-fact, only 1,627 or 5..,4 percent of all

minorfty:conkruction firms are general contractors with Qaid'emPloyees.

YSince
the Federal Government contracts witn general construction, 4'

4,

,' contractors rather than specialty contractors for new construction,

:minority firms arergrely able to benefit directly ,from government'

spending for hew construction...,
6

16. Minority-Owned Rpsinesses: ,
1969, p. i. .

,

.

.

17. The 1972Census of'Minority Businessesdised,1967 comparisons for all ,

firms because it was the most recent data available at the time the

minority census-was conducted.
--,-5.
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,TABLE' 3. COMPARA
,/RECEIPTS OF .FI

, Classification
.

.

O

10

0
Sf

.1 / t ---,

VE,NXLYSI8,OF THE INDUSTRIP% DISTRBUTION-AND GROSS '''--"

OWNEp.,BV MINORITIES AND ALL U.S. FIRMS )

'.
.

Percentage of Fires'--, Perdentage of 4..ods
All i Minority" ,,

-

Firms Firms All Firms
, 1967

6.1 '

-,' 39.3
14.2

-'

.

Construction
'Manufacturina

oltsale

iinance arid Real Estate

Seletted'Servicgs,
CYasetificAion- 7 -

..fradsportation.,
r
c
:I:Total . .

1967 1969
11.43

5.35
5.78

16.33
24.07
4.90

5.79

100.00

9.22
%. 2.48'

f,70,

11.01
36.11
7.'36

100.00

5.8
4.1 -

)21.4

Minority Firms

-.11969
8.9'

6.1
8.8

5.1
13..8

.4.f9

48.7',

3.7
.-

100.00 100.00 ... ,
. .

,Source: U.S, Departmentof Gormierce, Bureau of the Censys, masE152f2Ent51,.
BlisInesses:. 1969, NB-J01571).

. -;--
. , ,; -

The'limited size of most minority firms, measured in terms of ale..
.

. .number of)emplayees volume of business, and the-financial resources./.,/'

..-."avatible to them, tends, to make it,more difficult for_them to. compete.0

..

;for BederL contracts and comply"witlfpreaward survey standards for...,.
,

.
, 18Federal contracts. ,Only.90,000 or 27..9 percen't of all,minority ..firms- .

. .have paid.employeeS,,and they are Mostlyretail firms. The average..,
.number of.employees'for all minority firms was four in 1969, while minor-

ityity manufacturers averaged eight employees per firm. The averageV
f.

gross receipts for all minority-owned firms was $3.3,000,annually.while
20the average gross receipts' for,a11 United States firms was $200,000,

,
. k , - ' _ .

'. 'N
;,,, .

18. 'Federal contradtalg officers are authorized to'Canduct surveys to
determine whether-propOsed contr ci;ors have or are able to oolain the
.neclevi'linancial '.esoprces, uipment, and personnel. 41 C.F.R. 1-1a1203-(1) (a), 1.1-1203=4.

Minority -Owned Businesses: 1969, table 142»43.'
20. Calculated from data'in Minority -Owned BUsinessel: 1969, .-1,andtable By'p.

f

.1
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dew pinority-owned. firms are considered major
enterprises.

, .

Practically all are 'small buspOsses, according to the Federal procure-

21
-/

ment.regulations-. For example, the rOg ulations state that a cOns-

truction contractor must have grbss receipts- exceeding $75 million for

3 successive yeawe not.to be considered stall, and manufacturers must
-

have at least 500,employees. (More employees are required in certain

industrihl categories such as: fobd apd kindred products, 750; and

ordnance and accessories, 1,500). -2

2
According to "The Black Enterprise

100,"
23

only.,,,oneof the construction firms listed exceeded the $7.5

inillion stall busifiest limitation, while none of the 28 manufacturing

firms exceeded the limitation on the number of employees allOwed a

small/manufacturi*firm:
,

tl,;--Procurement Regulation 41 C.F.R. .§ 1-170171 prescribes
size-And gross

receipt limitations for firms eligible for participation-in small

'business set-aside contract's.

22. 41 C.F.R. 1-1.,701 (a) (b) .(1) .

23.. "The Black Enterprise 100" is a compilation of, the top>100'black

panieS, based....on gross. receipts for calendar year.1972,0kfch was

lished in Black Enterprise, June 1973, p. 4

o-

4r
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Chapter 2,

WOMEN AS FEDERAL CONTRACTORS

There is very little information available on the partiaipation

of female-owned businesses in government cOntracting. Information-
.,

obtained in staff interview§ suggests, however, that the participation.

of women in direct cOmpetitive procurement is less than that of

minorities.
24

Of 41 female entrepreneurs interviewed (20 minorities

and 21 whites), only 8 have been awarded government contracts. None

has been awarded a contract through the competitive bidding process

thbugh 26 of the 41 female entrepreneurs indicated that their firms

,

'SA reports on the 8(a) program provide ,the only data on contracts

awarded to firms owned by women, but'the data are limate'd'in that only;

contracts awarded through the T(a) subcontracting Program are recorded.

The Commission identified onl'3 female-owned firms approved for the

8a program out of a total 'of 1,7 01(mostlyminoriEy),with all but 1

, Of the female-oWned firms being owne by minority females. 25 These 38

female-owned firms, received only $3 mil ion out of a total of $153

million in a"(a)--c-c;--tiff-FY---197-2:.---__
26

.

,regularly bid for Federal contracts.

The 10 Federal agencies surveyed by the commissiOn reported that

they did not collect data on competitive contracts awarded to women.
27

24. Xbe'Commission's sample was selected from SBA reports: Firms
ApprcrVed for 8(a) Contract Assistance (1972); and Status Report of 8(a)
Coritradts (1972). A list of female-owned firms compiled by,Wanda Banks
Askociates was also used. For a description of the basis for selecting
firms and the size of firms whose owners were interviewed, see appendix'
A.

/ 25. SBA does not classify contractors or contracts by the se k of the
firm's owners". The Commission compiled its lists by inspection of -

. owners' names,'-'verified by telephone and cross checks with other lists.

26. Tabulated from Status Report of 8(a) Contracts (1972).

27. Only 6 of the 10 agencies responded to questions about female-owned
firms. The Department of Defense, the Department of Housing and Urban
Development, theostal Service, and the Environmental Protection Agency
did not respond.

29 '12
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The response of the General Services Administration (GSA)-isypical:
..

Overall data onl,the number of competitive,contract's .

awarded to women L not available at this timer. The

.
sex of the owne s of businesses who received Federal

contracts is no recorded in all instances and, if it.

were available, Icol4Ipilation of the data would require

extensive time cue to the large number okcontracts. -28

This lack of data a d the absence of procedures for collecting

1information on contracts warded to women are indicative of the local

priority Federal agencies have assigned to female business development.

.,..

,,

;---7.____912ne indication of .
Federal interest in women as contractors was

brought to the Attention of the Commission; an HEW contract was awarded

by the Women'a Action Program to determine the extent to which women

-----" have been successful bidders at HEW.
29 Although HEW has awarded numerous

contracts for the evaluation of programs affecting women, only $28

million .or*5 percent Of HEW's FY 1972 contracting was identified as

having been awarded either to firms owned by women or ,too projectS

directed by women. The 'study neither distinguished firms owned by women
.

from firms owned by men which employed women as project directors, nor

cross-classified female-owned firms by raceor ethnicity because such

data were not,availible.
,//

CHARACTERISTICS OF FEMALE.4,OWNED FIRMS /

Female-owned firms, like minority-owned japsineSses, are limited/in

their participation-in government contracting by their number, :IAndus-

trial distribution, Aryl ,size. Although the Bureau of-the" Census, in

\

cooperation with OMBE, condudted a comprehensive suryey of minority

firms, their'data do not distinguish between minority, male and minority

female-owned firms -. A similar effOrt to collect information on firms

7--

owned by women.has-not been undertaken. The limited'data available,

.

28. Janice K. Mendenhall, FederaliWomen's Program Coordinator, General

Services Administration, letter to Martin Sloane, Assistant Staff

Director, Office of PrOgram and Policy Review, U.S. Commission on Civil

Rights, received May 1, 1973.

29. See "A Study of the Extent to Which Women's Firms Have Been Involved

in Evaluating DHEW Programs," prepared by Wanda,Banks Associates,

Contradt No. (SB 3-2-08 (a) 73-C153) (June 20, 1973).

11.

\\3O
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such as on fithS certified for the 8(a) prograM or on those receiving
.

SBA loans, suggest that the number of firms owned -dactively

controlled by woman is quite small,and that their economic impact is

negligible
\

While an analYsis of female-owned firms receiving SBA loans in

FY 1974 may not represent a scientific sampling of such firms, it does

shed some light on'the type and nature offirms owned.hy women. Based

on the SBA data, these firms are heavily concentrated in the wholesale

and retail classific\ation (58.8 percent), which seldom ,prevides goods
u I

and services purchased by the Federal Government. (gee table 4).

TABLE 4, INDUSTRIAL CLASSIFICATION OF FEMALE-OWNED
SMALL BUSINESS-LOANS,\FISCAL YEAR 1974

BUSINESSES RECEIVING

Cl'assi'fication Number Percent
- -

-Transportation an
COmmunicationS,- 49

Con\struction 37 1.9
Manufacturing 156 8.0
Wholesale and Retail 1,143 58.8
Finance, Real Estate,
aid Insurance 9 0.5

No Classification 8 0.4
Se ected Services. 520 26.W
Mis ellaneous 24 1.2

T tai, 1,946 100.0

Note: Based on
FY 1974.
national

1946 fbmal
Female
origin.

Source: Information provi
Richard J. Sodoski, Direct
James B. McDaniel, Project
Review, d.3. Commission on

-owned .firms receiving
ed firms have not -been

loans from
identified

SBA duripg
by race or

ed b SBA, Division of Reports Management,
r, R ports Management Division, letter to
Dire I

tor) Office of Program And Policy
Civil Rights, Jan. 16, 1975.

Firms owned by women Is° tend to be concentrated in industries

characterized by their small size\ and low gross) receipts. For example,

753 or 38.6 percent of the ,946female-owned fiims receiving SBA loans
.

in FY 1974 were in six indu trio's in which the size and average gross

receipts,are generally smal (Se table 5.)

31
O
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TABLE 5. ANNUAL AVERAGE PROFITS. FOR SIX SELECTED RETAIL BUSINESS LATE-
_ GORIES IN WHICH FEMALE-OWNED BUSINESSES TEND TO BE' CONCENTRATED

Annual
Pertentage of Average

Female-Owned Firms Gross,

in the Industry Receipts

Annual
Profit

Per-

tentage

Annual
Average Margin
for Salary and-
Reinvestment

O

:Restaurants,
\Gift and-Novelty

Shops
'Clothing Retail
Beauty Shops
Variety,Stoees
Grocery Stores

12.5% $60,b00

2.9 30,000,
11.7 30,000'
5.6 25,000
1.0 35,000

150,000

11.1.3%

_l4.04
,t16.71

19.41

12.4,9

5.49

$6,678

4,212
5,00
4,672
4,471
8,235

Source: Data son concentration ofkfemale-owned businesses are based on
., Small Business Administration, "Loan Approvals to Women - -FY ,1973."

Data on average gross receipts and profit percentage are based on infor-
mation found in, Accounting Corporation of America,,Barometer_of,Small

Business, vol. 23 (March 1972). (Th444ptistical base ,,for the,average
is based on a survey conducted by the Accountihg Corporation of America
in 1971. The survey covered 1,336 restaurants, 64 gift and novelty
shops, 75 variety stores, and 1,3-05,grocefy stores.)

,*Before Owner's Salary.

A significant number of female-owned firms, however, are in

research consulting and miscellaneous services, which are. likely to
30

provide"services purchased by the Federal Government. These firms

_also are likely to have developed some expertise and capital resources

and are, therefore, likely prospects for agencies seeking to increase

Federal purchases from firms owned by women. 4

partIcipatOg
tries. This may
(a) participation...

tunity is available.

30. nVer%50 percent of the.38'female-owned businesses
in the 8(a) program are_ concentrated in services indus
be due, in part, to the type of firms acceptable for 8
Retail firs are discouraged-unless a concession oppoi.
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.Chapter 3
,

LIMITS COMMON TO MINORITY AND FEMAIELOWNiD FIRMS' PARTICIPATION IN
GOVERNMENT CONTRACTING"._

_
,.. 31, .. -

. .Marketing for government contracts i.4., very competitive business,
,

and firms bidding for govetnment,contracts,0ould have adequate workihg,
4%, .

,capital, a competent marketing staff with githorough knowledge of Feder .1

contracting practices, and knowledge of
Icontracting opportunities in

,order to be successful. Without these resource, firms are greatly- N .

hampered in obtaining. Federal contracts: Minority and female-owned firms,
.-..t

as will be pointed out later in this report, do,notbave these resources,
according to minority and female entrepreneurs interviewed by-the Com-

mission's staff.

In addition, Fedeal contracting procedures and practices also

represent obstacles impeding both minorities and women from obtaining

government contracts. Government contracting methods allow contracting_
officers considerable subjectivity in selecting firms with whicihto do
busitiesa. Therefore; the attitudes and willingness of these officers to

0
accept minority and femile-owne&firms as contractors are crucialfactors-

in their participation in gOvernment contracting. The degree of repre-
sentation of Minorities and women in poticYmaking positions in government

contracting, similarly, may have a decisive influence,ih the selection
process.

GOVERNMENT

There

(1)1kormal

CONTRACTING PROCEDURES AND PRACTICES

are three basic procedures for awarding Federal contracts;

advertising with compe,titive bidding, (2) neetiation with

312,,"Marketing" refers to: (1) familiarizing Federal technical repre-sentatives and contracting officers with the capabilities of the firm;'(2) learning as much as possible about contracting opportunitiesoffered by a particular agency, in general, arid of imminent'-contracting
opportunities, in pa;tidular; and(3? preparing and Submitting bids or
proposals to Federal agencies as requbsted.

33
16
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.competing firms,-and (3) negotiation.without competition (sOle 'source).
32

The foxinal advertising procedure consists of_synopgizing procure

ment needs in the Commerci,Business Daily
33

a d'issuing,invitafions to k

, .

: 2

bid. Interested firms then submit offers indicating their'prtice for "

providing the designated supplies or services. The contract:is there -p

after awarded toithe lowest "reSpOnsive"
I
and utespormiblell bidder. The

determination of responsiveness is made on the basis of the bidder's
\

{written commitment to the terms and condit'ons of the invitation for bick

. .

(IFB). This determination is made entirely a basis,of the:;:locu-
s,

Tents submitted by the bidder. The determinatioi whether a bidder
.

"responsible" is based on judgments of the bidder-s ,capability and

capacity CO fulfill contractual obligations.
34; Information relating to

'this,deterMination can be, obtained after the.bid opening. COntracts

awarded on the basis of formal advertising are for'a fixedotirice, with

% '
the contractor bearing the risk of loss in the event of an error in

----:-----areuiating costs, delays, or hardships encouniered.in producing the

goods or providing the services required by the contract.v
. 4

32. Two statutes contro urchising in the Federal sector. The Armed

Services-Procurement Ac a 1942 (ASPA),7-10 ,,U.S.C. 2301- 2314;'50 U.S.C.;

403(c) (19.70).; and the etal PrOperty and Administratio# Services Act

of 1949 (FPASA), 41.11:S.C. 251 -260 (197.0). 1SPA governs the purchasing

policies of the Department of Defense and the National Aeronautics and

Space Administration. 'FPASA govern the purchasing policies of'all other

-.agenCies. The Postal Service, which is an independent corporation-pup-
o_
-eUeht to the Postal Reorganization Act, P. Law 91-375, has its own

procurement.manual, issued Oct. 8, 1971.

33. S,ynopsizing is the process of publishing a descriptibwof the items

Or'services to be purchased and providing information on bid forms, due

dates, and time and place of bid openings; The Commerce Bk4iness

is a Ddpartment of Commerce publication that list ij.itation to submit

. kids and proposals and notices of contract awards. -See 41 C4F.R. g

1-1.1003-1; 32 C.F.R. 8.`

34. See 41 C.F.R. 1=1.12.

34
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The statutes. governing- procurement require formal adver-
tising," as it is considered to be the fairest and Most economical means

35of"purchasing.,NumerOus exceptiobs, are permitted. In those cases
.:.

,where an exception-to formal acWertising is permitted, contracts may be
., 1~awarded through tbe competitivelP or noncompetitively negotiated pro-

cedures. Though it is not viewed faVbrably by the General,Accounting

Office, a substantial portion of'all Federal contracts is awarded

through negotiation procedures:36

Competitively negotiated procurements are also synopsized in the

Commerce Business Dail in which the requests for proposals 616j are

described anddue dates for respOnses stated. In addition to the publi-

cation in Commerce Business Daily, agencies seiect firms to whom they

issue requests for proposals. The list of firms to receive RFPis may be

campiled'from a number of sources, including agency bidders'

caMMercial,directories, anu sugges4ons from technical repre

In competitively negotiated procurements, cost estimates are

-with the proposAls," but, technical requirements maybe given

consideration in the selection process.

lists,

sentatives,

submitted

greater,

Contracts cannot tie negotiated uhless.they fall within the eiccep-
-

tions permitter': by the Federal Property and Administrative Services Act

or the-Armed Services Procurdment Act. Generally, Alowever, contracts

37.

35. Theeaeral and Administrative Services Act permits,15 exceptions,
41ALS:C..525(c), while the Armee,Services Procurement Act permits 17,
1003.S.C:.2304(a). f

z A

36) The Commission on Government Procurement reported that in FY 1972,
58-6\percent of reported DOD military procurement,doliars involved. sole
source contracts. Report on 'Government Procurement, vol. 1, p.-26.,

37. Technical 'representatives are the agency program-offlcials for whom
the goods or services are being purchased. Generally, atechnical
representative works in 'tandem with the contracting offt6,4. In negotiating
procurements,. technical repreSentatiyps' evaluations ofirospective
contractors will usually be decisive, since,they are familiar witkthe
technical requirements of the work tq,be perfotmed.

35'
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for research and development are negotiated'
38

while 'Contracts for

construction and materials and supOliesare-purchased.th.rough formally-
,

advertised procurements:

Sold source contraets-are negotiated without any competition and

are justified on the grounds that, in a given situation, there is no

reasonable afternative.'but to seek an'offer from'a specific firm. This '

is usually because of "...urgehcy, lack of a reasonable competitive

source; standardization, or other factors' This is,particUlarly true

of DOD, NASA, and AEC, where costly, highly, technical -items are frequently

needed." 39 These three agencies accounted for $43.2 biliDoin-or.ovprA

percent Of the $57 billiOn in,contractS,awarded by the Federal Goiiernment

in FY 1972.
40

In negotiated contracts, considerable latitude\is-given contrasting

officers and technical representatikes in seleCting firms With' Which to
,

negotiate and in deciding-whether a given Iirm is capable of performing
.

= according to the terms of the .Contract. RFP'S usually state that con-

4
tracts will be issued- to the '"most advantageous offers 'to thesovernment,

n

price and other factors considered." Contracting officials Must often

rely On their judgment in determining which offers are,advantageous to

the-government and in deciding which firms are capable pf performing.

Because of the considerable latitude given these officials, particularly

in selecting sole source contracts, the attitudes of contracting

officers and technical representativet,taWard minority and female-owned

. firms are crucial factors in determining whether or not they are given

serious consideration.

38. See 41 C.F:k.
5

39. Report on Government Procurement, vol. I, p. 26.

0. U.S., Office of Management and Budget, The U.S. Budget in Brief,

Fiscal Year 1973, appendix I. See also,.table 8, "Budget Receipts and

andeOutlays. 1789-71972." For additional information see Report on Govern-

ment Procurement, vol.'1, p; 3.

36
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Attitudes of Federal Contracting Specialists

dommissiOn ',interviews were unsuccessful in securing information

on 'the attitudes of contracting specialists toward female-owned firms.

Contracting .specalpts suggested that their toaf or near total lack

of experience in dealing with such firms would not support generalizations

regarding their characteristics. 41

Considerably less restraint was exercised in comments on minority

firms The natu're,aud intenSity,of remarks by several contracting,

specialists against minority fifms, generaky, and socioeconomic pro-
,

grams left little doubt that their attitudes toward female-awned firms
, might le similarly biased. ,Statements made by several contracting

officers indicate that they may not, exercise their discretion in' favor
.. ':-.;

of minority businessesin evaluating the capabilities of prospective_\

c6ntrictork0-\Since contractingwrafficers hgvea great deal of latitudet.
in, the evalbatian of bids submitted by construction,firms,as well as in$ .

the preaward surveys Elf manUfacEuring firms, nonprofessional organizations;
and service Organizations, their baises may surface at this point.1

.

Regardless of the objective qualifications of a, firm, if the contract--_, -

.'" ..ing specialist believes it 'to -be incapable, it will not be accepted: as a
contractor'. A few contracting officerf, interviewed 'by the Commission

.
....

staff, expressed a belief that minority `firms are-inefficient,.4oppy,
-.:,-

1

lacking in business,acumen and knowledge of government processes, or are
,

. .

r --

"just a.lot of extra bother." When queried about an ageUcy's efforts to
. .

41. Comments on attitudes towards minority and/or felliale-owned finds
were made in response to queStiona requesting Elk valuation of the
potential of these firms for government contracting and their views of
problemsmiharity and female-owned firmfi faced during contract adminis-
tration. For a detailed description of the data collection'methodology,,see appendix, A.

42. Preaward%surveys are examinations of thecontractorks financial
records, mhnagement systems, and,production facilities to deLerm;Ane
whether a conttactor is.capable of performing in a timely manner. In

4civilian agencies, the preaward survey is conducted 1*.,.,a team ,onsisting
of contrasting speciatists'and, occasionally, a technical representative.DOD surveys are conducted by the Defense ,Contract Administration'Services.

37
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.:-: , ,.. ,

assistmiriority'firms, one produrement officer confided, "A lot ofliiin&T
,, - .

..

rity firms are like leeches.
j

They don't want ' go_out on their own and

..--, .

/

(:)

do a little hard:work." He felt that, special.programs to aid minorities

were tantamount to "government handouts." Another contracting officer

who was interviewed believed 'that Pcoddling" was needed when dealing

with minority 'firms.' "It takes extra time,Snd care to deal with minority

firms, and a contracting officer shouldn't have to be a counselor," said

one officer.

The negativand sometimes hodtile attitude o, f government contract-

ing specialists ate reinforced by the belief that 'socioeconomic" con-

,
siderations hamper the procuremen& proces. Ina t pical procurement,

the contracting officer has to complete numer6us ',tasks before a codtra4

is awarded :including: ,synOPsizing the invitation for4bidd or request

for proposal; checking all bids for terms', conditiond, and mistakes.;

calculating prices pd discounts; and conducting preaward surveys.

Federal procurement -officers' invariably,consider the needd of their

agencies to be theirfirst obligation.- "Getting the job done-pmes

first," they. say. Special: efforts to aid minorities and women may be

important, but as one procurement 'official put it, "each social program

denigrates the procurement programs."
43 Since the primary objective is

to .find the lowest responsive and responsible bidder, or the moat'

acarantageous offer, the demands of seeking out-and utilizing minority

5
-

or female firms are regarded as counterproduttivt by-many contracting

44
specialists.intervewed 1))k commission staff.

-

Whatever the actnal,extent of hostility toward and mistrust of

"Minority or female-OWned firms, minority and female entrepreneurs be:

. .

leve4that it is widespread. , pf-the'125 entrepreneurs interviewed, 44.8
.

pefcentfelt that-Federal contracting officers impoSe More stringent

criteria on minority and female businessesduring the bidding and

-.
. .

0
.

.-.

P43. \ There are-39-socioeconomic programs
amplemented through Federal

contracting programs. See, Report on Government Procurement, "v61:. I,

table i, pp. 114 -15.

44.: Ibid. pp. 111-24 J8-
. '

A :
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vglddi4:=Proceqs.71;eY0-sociteOsti'i-ctln'eawardstalleThn'ocecifites'
and requirements of tigid compliance...with-an:terms in the contract] as
exprerstions of biases, wkliqh,they felt limiftheir.participation. as
Federal contractors.'

0 Minorities-and-Women as {Contracting Officers

Data providedby the Civil Sekvice Commission clearly show that
minorities and women are -poorly'rePresented those,govetnment contract -;

ing positions that would'perMit them to influence policy 4easiohs and to
select' contractors,. Table 6 shows the number, and percentages of minortyf

. and female contracting specialists, in nine Federal agencies.. -

.

TABLE 6. THE 'NUMBER AND PERCENTAGES OF.MINORITIES-AND
WOMEN EMPLOYED AStEDERAL CONTRACTING SPECIALISTS IN NINE SELECTED AGENCIES (MAY 1973)

'GS Minorities Women Minditty Women*,Grades Total Number- Percentage Number Percentage NumberPereentage
5 - 8 1,882 '267
9 -12 9,416 .751

13 -15 2,774 85
16 -18** 20 -
TOtals' 14,02 1,133

14.2' 1,042 55.4, 186 9 b9
7.9 .2,581 27.4- 367 3.9
3.1 L21 4.4 9 0.3

-
7.8% 3,244- 26.6 562

* Minotity Women are also counted in the two cther categories: Mino-rities and-4,Wmen.

** Allsupergradv ar& in'the Department of Defense.
,Source: U.S.,'Civily'Serilice Commission's Bureau of Manpower Information,

Systems, compilela. the request of the U.S : Commissiofi on Rightd.All data were class fled according to agency, sex, race, and grade and
reflect employmelsIt s of May -1973. The nine.- agencies included\Were the,.Departments of De

se;.Transportation; HOusipg and Urban Development;Labor; Agricultur and'Heglthf EducaLion, Wnd Welfare; the Veterans
Administration; Environmental Protection, Agency; and the Gentral ServicesAdministrati3O. For a more detailed analysis of the data see appendik B.

0,

39-
0

-
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7

Federal contracting specialists are mostly white male career

1

,>

. off cers. No Minorities or women had supergrades and they are phOrlys
,

.. represented in grades 13 through 15. They are proportionately.better

represented in grades, 9 th'wOugh 12, but even more se'in grades '5 through

8. (For a more comprehensive analysis of these-gtatitics by ?ace,
./'

,grades, and agengies, see. appendix B).

MARKETING PROGRAMS .

6

'Since most ininorityiand,female-owned firms have relatively low

'gross receipts, their Marketing burdens are greater than those of small

,but established, predominantly white, male firms. stleasured by:their

Small share of Federal
confracts,4themarketing:programsTof minority and

female-owned b sinesses, by and large, have not been 'successfql.

'ng officers,,or representatives of minority business develop-

ions'intervitwed by Commission staff identified 10 problems

...-

per small new firms ageking government contracts. These

Contract

ment organiza

likely to'h

4

limitations ere confirmed through intrviews with minority and female

entrepreneu.s. 45. (See table 7.) f

Respon es given most frequently by interviewees reflect deficiencies

for both mi orities and women in three general. areas: working-capital,

knowledge kfluture bidding opportunities, and preselection before the

formal adv rtising process.
Female'interyiewees:indicaed that an

inadequate marketing staff is alsd a major problem for them, but generally

they atte uted their marketing staff. problems to,inaufficient working

capital.'

45. The ;problem areas were identified by 30 government contracting

officers and representatives of minority business developmantorgani-

iations. Subsequently, 110 minority and female entrOreneur5. in

'California, New YOrky Pennsylvania, Colorado, Washington, and

Illinois,'selected4from lists of minority and female-owried firms main-

tained by SBA and 'OMBE, were asked to indicatelthe major obstacles tb

,
"their obtaihing goverriment contracts.

Adadditional 15 female entre-

preneurs were *interviewed' by telephone bn a nationwide basis.

40 I t

O
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TABLE 7. TEN PROBLEMS ENCOUNI'Eki&-IN MARKETING FPR'FEDERAL CONTRACTS

.,-

. >

Nature of "'Problem

.
i,.

_Insufficient Working Capital
No Knowledge, of Future Bidding

OPportunities *

Prelelection Before the Formal-
Aavertising Process

,
Inadequate Marketing Staff
Overbidding '4
,,,

-Inadequate "Track Record" '
Bonding

-Understanding' Government
''Contracting Regulations
Preparation of Bids and

Proposals ,.s

Inadequate Staff ,

4

.

Entreprepeurs Identifying!
Factor as a Major Obstacle

oe.

Male "Minority Women .

er rPT1tNumb ID,01-NUmber Percent

v

,

35:-;'

22

17

20

1-2,'

15

14 ,

lr
7

53.5

. 41:v6

.

1,2641
'26.2
23.8,

'14.2
17.8.

16.6

13.0 (,:

0.8

24

13 ,-

13-

4-

6-

0

.5
4

51:1

58.5

31.7
'- 31.7

9.7-

14.6

0.0

12.1
9.7.

%Note: The were 84 minoritymales,
4 minority women in the sample. For a

firms interviewod see appendix A.

20 minority -women, and 21 non-
comprehensive description of he

. .

Soxfce: 'Tabulated from data recorded by Commission ttaTf4.
. .

z -

-The Availability, of Working Capital es k 4

Y0

4. More than half of the entrepreneurs identified insufficient working
.

I

capital as a hijor obstacle to their establishing effective marketing *
I.

,

i
1-

pr, ograms anA obtaining government contracts.

, ,Wgrkinecapital"in the.form of credit and retained earnings is
. .

essential for time operation of any business. In.fact, credit provides .:
.

'' '' 'an increasing portion of the working capital for all businesses. The

percentage of corporate, financing provided by credit increised, from

38.3 percent in 1959 to 57.7 p4Ocent in, 1969. The percentage-of cor-
V 0 a .'

porate financing provided by-retained earnings, on 'the. other hand,
,..t,decreased from 52.5 percent o 34.9-

46
percent during the same period.

, .

4

.

.46. See U.S..'Cquncilsof EconeWnic Advisers, Economic Report of the
,

President (1971), p. 286. -'
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Difficulties In obtaining adequate working capital encountered by

minorities and women'entrqpreneurs are more severe thari those of their

,

white male counterparts. This was documented for minority businesses ih

a study funded by the Offide of Economic Opportunity and the Department

.pf Commerce. ,Sex discrimination in granting mortgage financing and

IconsuMer credit has also been well documented,
48 From all indications

however, women -have even more diffictilty
in obtaining busineSs loans:

,Over'51 perdent of the female entrepreneurs interviewedby Commission
.

Ltaff indicated sufficient working capital as their major problem. For 4

lnstarice, in 1974, SBA loaned 27,485 firms a total of nearly.$2 billion,

but female-owned firms, most of which are ,believed to be small retail

busthesses, received" 1,946 loans totaling $90,287,000. This amounted to

49

/4.6 percent olv.SBAis total loans for that - fiscal Year.

I'Cia unlikely that a significant number of minority and female

entrepreneurs can acquire the working capital they need for-business

operations and expensfon through:tearnings,or investments. Therefore,

cOmmerci4i credit is vital to minority and female business deyelop-Ment.'

Limits of Federal Loan Programs. Federal loan programs for minority

firms have\ been'directed more toward retail and service-oriented busi:

1

-

nesses thalr toward those having a high probability of Obtaining Federal

contracts. E,Only 15 out of 43S minority small business loan recipients

47. See report-of the President's Advisory Council on Minority Business

Enterprise, Minority Enterprise and Expanded'Ownership, Blueprint for the'

70s 01971) appendix B, p. 39. The study', which surveyed minority menu- /

facturers, revealed that only 38.2 percent had established lines 'of cre it

with banks and obtaining credit was a problem encountered by 48.3 Perc nt

of such,firms.

48.- See-, .S., Commission on Civil .Right's, 'Mortgage Money: Who GetsiIt?,

(1974 ( eipafter cited As Mortgage Money; . Who Gets It?);Igationr

Commi on on Consumer Finance, Hearings on,Sex Discrimination 1

(Washington, D.C., May'22-24, 1972) PlereIfter cited as aaRinaaaastE_

Disc,.J.mination); and U.S., Cgmgress, Joint EconoMic Committee; The

Economic Problems of Women, 93rd Cong., 1st Sess., 1973 (hereafter cited

as Economic-Problems of Women, 1973).

49, SBA's tabulation of "Loans to.Women" provided to the CommiOsionby

the Reports Management Division of SBA.

4
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surveyed by the General Accounting ,Office were government contractors

and more than half of the recipients were retail or wholesale busi-
50t, 50

-nesses.

The potentialeffectiveness of government loan programs for minority

businesses -also is hampered by tendency to lend much less than is

needed. For example, the average small. business loan to minority firms

inTY 1973 Was $11,322', 51 and SBA's average equal opportunity loan to

minority firms 52
was only $5,000 for the Same year. Yet the probable

failure rate for firms receiving loans of less than $25,000 is approxi-

mately 65 percent, accordin&to the-General Accounting Office. there-
:::

fore, even after receiving,S5A loans, minority entrepreneurs mayot
'have sufficient working capital to survive, much less conduct vigorous

marketing program's.

Information on Contracting Opportunities. Many minority and femaleP _

entrepreneurs indicated that they do not receive adequate information to

submit timely, responsive bids,. Forty=one percent of the.84 minority

males and 58.5 percent of the 41 females interviewed by.the Commission

stated that they lacked knowledge of future bidaineopportunities.

50. U.S., Comptroller General, Report-to the 'Congress: Limited Success
of Federally Financed 'Minorit Businesses in Three Ciiies, B-149685,"
SRK OMBE (1973). (Hereafter cited as Limited Success of Federally Financed
Minority Businesses.)

51. Small business loans are authorized by the Small Business Act of
1953 as amended (15 U.S.C.1 636, 72 Stat. 387). During FY 1973, minority
fiFms received' 3,285 loans totaling $200.9 million. (See Limited Success,

;0,i3Of Federally Financed Minority-Business, p. 7.)

'52. Equal opportunity loanstare authorized by the; Equal Opportunity Act
.of 1964 as amended in 1967 (42 U.S.C. §.2901, 78 Stat. 526), and admin-istered by SBA. These loans,assist businesses owned by low-income
applicants or businesses located in areas of high unemployment.
cannot exceed $50,000. Minority firms received 5,557 equal opportunity
loans totaling $110 million in FY 1973. (See LimitediSuccess of Federally

-Financed Minority Businesses`, p. 11).

43
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FederaI,agencies relyon th4Commerce Business Daily and agency

-bidders' listnlas the chief and-, in most cases, exclusive means of

publicizing their competitive grocurement needa. However, many minority

and female entrepreneurs interVidwed were not familiar with the Commerce

Business Daily and those who subscribed to it indicated 1 .at they did

not find'it p'articularly helpful. The bidders' lists are.uaedtosolicit

bids or proposals on competitively negotiated contracts from a limr\ted

number of firms that have submitted their qualifications. Each agency

maintains.its own list and there is little exchange of information

between agencies. , .

If minority and female 'firms reviewed the Commerce Business Daily

and submitted qualification statements to Federal agencies, they would

still not have access to all contracting opportunities, since a large

portion of Federal_ rocurement needs are met through sole source contracts

Without competitive bid .

53

\ Sole source contracting opportunities are not advertised in the

Commerce Business Daily a d no notice is given to other qualified firms

on agency bidders' lists. Moreover, contracting'officers and teAnical,

representatives tend to sel \ct familiar, established, and experienced

firms, thus excluding most minority and female - owned.businesses from

sole source contracts. The firms that are most successful in obtaining

government contracts have fulk,time government representatives to seek

bidding opportunities. Firms that cannot afford "government watchers"

are not as adequately informed. \

!--

53. According to information supplied to-the Commission by GSA,-over 50

percent of its FY 1973. procurements were through sole source contracts,

and the Government Procurement Commission estimated that 58.6 percent of

DOD's FY 1972 procurements were by sole source, Report on Government

Procurement, vol. 1, p.

44
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Preselection Before Formal Advertising. Even when procurement

needs are formally advertised and competitively negotiated, many
minority and female entrepreneurs believe that contractors are often
selected.befare the procurements are adyertised. ApproxiMately 26.1
percent of the minority males and 3r.7 percent of the women interviewed
by Commission staff stated'a belief that contractors are selected belt.

. fore the contracts are formally' advertised. (See table 7.)
No specific cases to support such aydgations we7'brought to the

attention of Commission staff. In fag_ , it virtually impossible to
extend preferred treatment, to selected finis in formal-advertising, as
the contracts are awarded to the loWest re pOnsive and responsible

. bidders. When queried close15%on this poi t, entrepreneurs usually

referred to the-evaluation of proposals tha are submitted in negotiated

procureMents as opposed tO formal advertisj
. And in most cases they

were referring to preferences-being given by thetechnical representatives
who, according to interviewees, may give adva ce-information to favored

firma or may request that contracting officers

firms to respond to the IFB. Here again, no s

limit the time given°

ecific cases to support
their allegations were brought to the attention of Commission staff.

In conclusion, the capacity of minority and female-owned firms to

take advantage of the market provided, by Federal contracting is limited
by a combination Of 'factors, including the nature of Federal purchases.
and the industrial distribution of minority and female -owned firms.

Procurement procedures and contracting officers' attitudes -as well as

operating problems of disadvantaged firms reinforce those basic obstacles.

-4""

0
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Chapter 4

'pip COORDINATION OF SPECIAL FEDERAL CONTRACTING PROGRAMS AND THE PARTI-

CIPATION OF WOMEN

THE-COORDINATION OF SPECIAL FEDERAL CONTRACTING 110GRAMS

Three Executive orders directed the implementation of the Minority
-54

Enterprise Program which includes SBA's 8(a) subcontracting program,.'

. the minorit u contracting program, and the Buy Indian Program.

utive Order 11458 directed the Secretary of Commerce to mobilize and

55

coordinate activities "which affect or may contribute to the establish- -

ment, preservation, and strengthening of minority business enterprise."
56

The order authorized the establishment of the Office of Minority Business

Enterprise (OMBE-) in the Department of Commerce to oversee and cdordin4te

the program.

54. Information provided by SB:. indicates that the section 8-(a) program,

authorizing the Administrator of 3BA tec-ohtract withjeaeral agencies

and subcontract with small busitlesses-to deliver the requirementsof the

contract (15 U.S.C. 637(a)), lay dormant until 067.4. It-was then included,

as an additional mechanism in the programrof the Johnton administration to

deal with hard-core unemployment. The transformation of the 8(a) ,program

to a,business assistance program resulted from the impetus of the Nixon

administration's Minority Enterprise Pirogram. Donald W. Farrell,

Associate General Counsel, SBA, letter to-James B. McDaniel, U:S. Com-'

mission on Civil Rights, Feb. 7, 1973.

55. Other special contracting programs that'areinot specifically part

of the Minority-Enterprise Program include the small business'set aside

authorized by the Federal prOourement regulations, 41 C.F.R. Sec. 1-1.702

(b) and the labor surplus set-aside contracts, 29 C.F.R. sec. 8.

The small business program directs Federal agencies to set aside all or

portions of certain contracts and restricts competition to small Iusi-

nesscoricerns as defined by the procurement regulations. Since minority

and female-owned businesses must compete with small but experienced,

-white male firps, the small business set-aside program has provided

minimal assistance to the Minority Enterprise Program.

The-labor surplus regulation directs Federal agencies to negotiate por-

tions of contractslaith 'firms,, located in areas of concentrated unemploy-

ment. Sihce these include all areas with unemployment of 6 percent of more,

areas that qualify for public service emploYment, and Indian, reservations,

most areas with large concentrations of minority businesses have been

classified, as areas of concentrated unemployment. The program, however,

has not been widely.used to aid small businelses,in general.

56. Executive Order 11458 °Aar. 5, 1969), 3 C.F.R.

29
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The Interagency Committee on. Minority Enterprise

The Interagency'Committee on Minority*Enterprise is compdsed of,

subcabinet-level officials from each Federal agency. It has create

five task fceces to examine different aspects of'minority business

developmentf. The most important is the Interagency Task Force orr,

Governmen -Procurement,rOcurement, idlich'is made up of procurement officials and;

8(a) prograirt officers of majcr Federal agencies, and' is chaired by the 1

Comthissioner of GSA's Federal Supply Services. '

The task force on produremen is responsible for developing policies

to expand Federal contracting oppartunitiesEqfor minority firms within

the full scope of theMinority Enterprise Program. .161 regularly reviews

procurdment regulations and special contracting programs and serves ava

coordinatdr and a forum for the exchange of information among,government

officials concerned' with minority procurement activity. The task force

also has'developed minority subcontrccting regulations.

Office of Minority Business .Enterprise

OMBEis the'chief coordinator for the Minority Enterprise Program.

Its responsibilities includes (1) coordinating Federal.ptocurement with,

minority firms, (2) promoting mobilization of_State and local resources

for hiding minority enterprise (3) serving,,as a data Collection:center

and an information bureau, and (4) funding organizations to provide

training and techniC'al assistance for minority entrepreneurs and con-

ducting special klotdeMonstration projects. 57

In order to'carry out its responsibilities, OEM is authorized to:

(11) develop, comprehensive plans and specific' program goals for the

Minority Enterpfise Program; (2) review and coordinate-Federal training

and technical assistance programs designed to aid minority: businesses;

(3) advise Federal officials, private sector representatives, and State

and local government representatives on how to comply With program.

regulations;'(4) provide the impetus and organizational framework for,,

joint Federal undertakings; and. (5) recommend legislative and executive

37. 'Executive Order 11458 (Mar. 5, 1969), 3.C.F.R. 779, as:amended by
Executive Order 11625 (Oct'', 13, 1971)i 3 C.F.R..779:,

47
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- -actions.VIhe :President has directed other Federal agencies to cooperate

with the Secretary of Cemmerce in the performance of these functions.
58

:;' ,
;

,

A
OMBE's major responsibility with respect to special contracting

programs is to fund organizations that will provide technical assistance
,

to participating firms, In line with this responsibility, .OMBE has

funded 150 business deyelopment centers, minority trade associations
4 i

.

(such as' the Minority Manufacturers and Contractors Associations), and 13

59 60 1

State OMBEIS. with an annual budget of $65 million. In the past, J

. 1

a
however, 'OMBE-funded programs have not placed particular emphasis on

. $1

developing procurement opportunities or assisting government contractors \ .

,

. .

but have tended: to provide-more help to firms seeking financial assistance

J;), aiding them in the preparation Of loan applications and -negotiations
(.

..- ,
t

With local banks. Lately, these programst2have begun to plade more emphasis

on marketing assistance.

The Small Business Administration
'A.--

Executive Order 11518 directed SBA to "particularly consider the

needs acid interests of minority-owned small business concerns and of

members of minority groups seeking entry into the 'business community

in its programs and dealings with other agencies of the Federal Govern*,

=

ment.
61

In carrying out this responsibility, SBA administers the 8(a) sub-
.

contracting program and assumes,a Major role in providing financial

assistance through its small business and equal opportunity loan pro-

grams
62 SBA's role in the administration of the 8(a) program is dis-

:cussed at length in chapter 5.'

58. Ibid.

59. State OMBE's have been funded in California, Delaware, Illinois,

Kentucky, MassachuOetts, Michigan, New York, Ohio, South Carolina,'

'TennesseTexas,'and Virginia. '

60. See Budget of the:United StateVGovernment, FY 1975, Appendix,

p. 240.

61. Executive Order 1'1518 (Mar. 21,' 1970), 3 C.F.R. 907.

62. See footnotes 51 and 52 for a discussionrof the small business and

equal opportunity loan 'programs.:. 48 i!
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-THE TARTICI2ATION OF WOMEN IN SPECIAL_CONTRACTING PROGRAMS

//(Female- owned firms, as previously indicated, have extremely limited

access to Federal contracting opportunities. There are no briness

development prograina for nonminority women, although eligibility to .

participate in the special contracting programs, which are,directed

toward minority business development: is being debated between women's

action%roups and SBA.

The national policy and the special contracting programs are,direated

toward minority business development. However, the'language defining

eligibility (or target groups) is not restricted to minority groUps and
4

suggests that others, in fact, may be eligible for special programs.

Both the Small Business Administratiqn and the Office of Minority

Business Enterprise use the term "socially or economically disadvantaged"

to describe the.class of persons to whom the special programs are

directed-.
63

The language suggests -that minority persons are presump-

'tively eligible for participation, tut that the 'programs are not re-
.

stricted to minorities. --SBA officials maintain that each case is

determined on its merits, while, in practice, minority entrepreneurs are

presumed to.,be,eligible.

63. SBA states that social or economic disadvantage "may arise from
cultural, social, chronic economic circumstances or background, :or other
similar cause. Such persons in-Chide but are not rimited to, Black
Americans, American Indians, Spanish Americans, Oriental Americans,
Eskimos, and Aleuts,. Vietnam-era service in the Armed Forces may be a,
contributing factor in establishing social or economic disadvantage."
13 C.F.R. 124.8(c) (1), -

Similarly, the Executive ordei.authorizing the Minority.Enterprise Program
defines a Minority business enterprise as "a business enterprise that is
owned or controlled by one or more socially or economically disadvantaged
persons. SUch disadvantage,may arise from cultural, racial, dhronic
economic circumstances or background, or other similar cause. Such
persons include, but are not limited to, Negroes-Pterto Ricans, Spanish
speaking Americans, American Indians, Eskimos, and Aleuts." Executive
Order 11625' (Oct. 13, 1971) =.

"

49
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;

Firm lownOkby minority women are eligible for .participation in the

special idntraPting prograts on the same basis as firms owned by minority

men, but the'r participation has been limited. -Although SBA does not

classifyats-listedfirms by the owner's sex, the Commission identified

.38 fetaleLOWned firms in the 8(a) program (8 ok'which.had-received

*tracts), including 3 firms:owned by Indian women that are also eligible

ferftheBuy'Indian program. Only one of the-firts was Owned by a white
.

female; )Tbe,limited'participation of.minotity-femaletowned.firms may be

attributed to several factots, including the litited number of idehti-

Q

fiable minority - female -owned kits and the apparent concentration oft'

female-owned firms in industries-with little or no potential for govern-

,ment contracting.

Though women as &class have been the victims of economic diiprimi-

,'
nation, particularly in s

64
mployment and accesto credit, the special

contracting programs are not readily available to nonminority women. As

of the end of Ft 1972,. only, one white woman had been approved' for the 8.(a)

program ..(after demonstrating a,physical disability);-the rest of the

'female palticipants were minorityWoten who had been approved:becaUse,

they were minorities;
?

A
The policy that white women,, as a group, are not deemed eligible

for participation in the 8(a).pregram is anadministrativepolicy, not

dictated by statute. Since the U.S. Court of Appeals for the Fifth

Circuit has.upheld SBA's broad' discretion to determine the nature and

.scope of the 8(a) program and define the class of busineSses eligible

to.participate,
-'65 it is within the discretion-of the Administrator of

'64. Economic discrimination against women-in employment and credit has

leen documented. See Hearings on Sex Discrimination; Economic Problems

..of ,Women 1973; and Mortgage Money: Who'Gets'Atl See also Herbert Stein,

"Women s Second Economic Revolution," Ladies-Home Journal, October 1972;

p. 28, and generally,' chapter 4 of U.S., Council of Economic Advisors,

'Bconomic Report of the President'(1973).

*65. Ray Bailie Trash Hauling, Inc. v. Kleppe? 477 F2d 696 (8th Cir.,

1973) Cert. denied Feb. 19, 1974, 415 U.S. 914. %

040,
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SBA to'decide whether women as '.a group are "socially or economically

disidvantaged" for the purposeof participating in the 8(a),program.

Despite the recent enactment of anti-sex-discrimination legislation

as an amendment to the Small Business Act,
66
SBA's positipn is that women

67"as a group are not eligible though individlial women may be. .SBA officials"

assert that assisting the development of female-owned businesses is not the

current national policy.

Since neither SBA nor OMBE policy includes nonminotity women, as

a grOup, in their programs (OMBE programs are specifically directed

towards minorities) and the remainder of 'Part I of this report deals

with operating procedures and effectiveness of the Federal special

contracting programs for minorities, female-owned firms will be mentioned.

infrequently throughout the rest of this part.

66. '15 U.S.C. g 633(b) et seq. The Small Business Act as amended by
T. Law 93-237 (1973) prohibits discrimination on the basis of race and
sex in the granting Of loans: .

67. See:testimony by SBA Administrator Thomas Kleppe,. in U.S., Congress,
House of Representatives, Permanent Select Committee on Small. Business,
Subcommittee on Minority Small Business-Enterprise and Franchising,It 4

Hearings, Government Minority Enterprise ProgramsFiscal Year 1974 93rd
r;COng. 1st sess., 1973, Jol. I, p. 16. (Hereaftef cited as,Government
,Minority.Enterprise'ProgramsPY 1974).

4
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,Chapter' 5

THE 8(a) -SUBCONTRACTING PROGRAM

The 8(a) program is the largest Federal contracting,program for

inority business, subcontracting an estimated $153 million in procure7

t in FY/1972.-
68

SBA, which is authorized_ by section 8(a) of theme

Sinai Business Actipf

pro.Vid goods and:s

oimed. by -"socially or

rationale

69
1953: to contract with Federal agencies to

ices, in turn subcontracts with smarl-businesies

economicaIly.disadvantaged" pdrIons.. ,

70
The

ehind the-program is that SBA-will provide technical and

managerial a

aid' these firm

fully in, both th

as a business trai

sistance that, along with noncompetitive contracting, will
.r ,

in developing the aklls!.necessary to compete success-
, .,

. .

-; -

public,end private
,

sectors4. Thus, it was envisioned

ing'aalgell as a procurement 'progra0.
4 t.

The SBA has re orted -that the section 8(a) contracting authority

lay dormant until late 196, whervit was partially implemented as a

detionstratiOn project
7i

:Core unemployment.

project to an ongoing

Nixon's establishment

,by\the Johnson administration to deal with hard-

The transformation of 8(i) froia a demdnstration

progr, in 1970 came with -the "impetus of Preaiddnt
-

of the Minority Enterprise ,Program. Its implemen-

tation was based on elegal review undertaken bythe General-Counsel of
\ .

GSA for the Interagency Task Force on Government Procurement, which

concluded that section 8(a) was. "the only satisfactory legal aufhbr/ity

.s\

68. Contracts awarded to 8(a)-approve
million In'FY 1974.

.69. 15 U.S.C. 617(a).

70. 13 C.F.R.

firms had increased to $272.1

5

:71. Donald W. Farrell,: Associate GeneralCoUnsel,; SEA,letter
McDaniel, U.S. Commission on Civil Rights, Feb 7, 1973.

35:
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upon which to base a continuing government-wide program designed to give

minority businegs a preference in procurement." 72

The 8(a)jrogram provides one of the few mechanisms through which'
.

Federal procurement activities are Coordinated 'and-monitored. -it is

conducted jointly by SBA and all procurement offices in the Federal

Government, with SBA contracting with the Federal agencies and, in turn,

sybcOntracting with 8(a)-approVed firms., Simply stated, Federal agencies

provide the contracts and SBA provides the contractors acid awards the

contracts. The responsibility for administering theg6 contracts is

delegated by SAAe.to the appropriate agencies. However, SBA maintains

contact with 8(a) contracfOrs as a result of their continued partici-

--,pation in the program.
-,.,

0.

The regponsihilities of SBA and agency program officials include:

,,,() approval IT SBA of firms eligible for participation; (2) selection

by in agency Of procurements forzpossible purchase through -the 8(a)

program; (3) the matChlby SBEtolf a contract to an approved contractor;

(4)'negotiation and alard, by S4 of .an 8(a) subcontract; (5) negotiation,
- , ,

of a contract between SBA and a Federal agency; (p) negotiation andLaward

''by SBA of an 8(0,10codtracf; (7) administration by the ag6cy or its
=

agent of-the 8(a) contract; (8) provigion by SBA and dilBE of financial;

technical, and management assistance; (9) continuing review by SBA of

the progress of, ehe48(a)" contractor; and '(10) completion .or terr= ation

of the contractor's participation in the program according to SBA's

operating procedures.

.

72. Hart T. Nankin, 'General Counsel, GSA, memorandum to Robert L.
Kunzig, Administrator, GSA (Chairman of the Task F6rce), Dec. 3, 1969,
p. 3.
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. ,) A

V

,GOALS AND OBJECTIVES OF THE 8(a)4PROGRAR

The basic goal of the 8(a),program'aS stated in the controlling.

SBA regilatiOn.is: ';...:to _assist small business concerns owned and

i/

controlled by socially or economically disadvantaged .Ierq§14,to-ac4dIve

-
73 48 x , X ,-

A competitive position in the market place.." However, '311A"has '

,,
.., .

ii,

4

difficulty both in defining competitive status (orQ sri#bility";ds it is

often called).and in ltati.ng realistic criteria that can serve2as a:

f guide for SBA field personnel working with 8(a) contractors.
t

S

fr;

4

When queried about program goals and objectives, SBA
,officiats

responded in terms of a dollar volume-Of 8(a) contracts to be awarded-:'

For example, the FY 1975 goal is $29O m'llion-to be matched with agency

procureMent needs.,
Z4 No mention waS -de ofsuch objectives as develop-

ing bidding and negotiating skills- -of the participants, despite the
.<

importance of these factors in developing the competitive status of the-

-firms, concerned.

SBA has not provided a clear explanation of the obstacles to

0

achieving competitive Status, nor could SBA officials identify a Sequence
. .

of Objectives that may lead firms to such status: The formulation of.

objectives4or-the program is

business plans for individual'

of the progtaih from region to .

PROGRAM ORGANIZATION AND STAFF

Responsibility for
administritionand coordination-of the 8(a)

left to regional personnel in developing

firths, resOlting in uneven administration

region.:

RESOURCES.

program rests. with SBA's-Office of Business-Development (OBD), under the

-
4

Associate Administrator for 'Procurement and Management AssistanCe. SBA
.,

also has' an Aissiciate
Administtator for Minority- Enterprise whose staff

73.; 14 C.F.R. 124.8-(b),

74. SBA's FY I975,goals weretubmitted to the Interagency Committee

at a meeting herd July 8, 1974. Goalsfor previous years had included

tile number of contracts and the number of firms to :receive those

contracts,
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-
is responsible for monitoring all SBA's, loan programs for the partici-

-
pation of minorities.. Minority enterprise specialises are only peri-

pherallyinvolved in 8(a) program operations,

SBA has Consistently maintained that ODD's staff of 126 positions

is not adequate to review all agency contracting for potential

process new applicants, and adMinister the approximately ,000

The Administrator of SBA has dramatically stated his need for

awards,

.contracts.

more staff,

asserting' before the Permanent Select :Committee on Small Business that
r.

the 8 (a) progriM is a "people-eater" and a "drain" on prmanent peOple.
75

.

4 -Initially, administration of the program was centralized, but now
. . ;a, \ . .

it isoperated largely through regiona1,and.distict offices. Twenty7si

of the 126 gm staff members are in the central office, 84,in 10 regional!
,..,

.

offices, and 16 are assigned to 16 of the 64 district offides: 76'
(1,:

, ...

Approximately 60new positiOns were requested for OBD in T7,1975. They

are needed to lighten the workload of 'the current Staff and correct an

uneven staffing-distribution in the field, offices. For 'example, as of
a.

February 28', 1973, two staff-members were assigned to Rtgion VIII (Denver)

and L4 to Region IV
t

(Atlanta). ,

77
.

-i

-The administrative requirements of the program simply overwhelm
., ,

the urrent staff; and, althOugh coordination of, esorces and steady

monitoringare vital to a busineSs development pogram,0BD'hasbeen

unable to perform those functions. with its-limited personnel. Conse-

quently,* it borrows'-staff from-Other SBA programs. In someregions,

personnel from other programsSuch as minority enterprise specialists
1

/
75. Government Minority Entetrams-- FY ,1974, P. 12,

16. Ibid, pp. 204-08.. Althpugh.there'Were 64 district offices as of
FY 1974, only 16 -had- been assigned an, QBD staff representative,

77. Michael W. daupin, Assistant to,the Administrator, SBA, ih a letter
to John A. Buggs, Staff Direc4or, Commission on Civil Rights;
Nov: 1974 (hereafter eitoia as,Gaupin Letter), noted: "The 'ethnic
minority population of the south*p region Of the United, States is greater
than that, of the 11pcky Mountain area, hence the disparity in assignment- of
8(a) personnelsIcethese egisin

4



.4
39

and procurement 'center representatives
8
--devote a 'major portio of

their time to the 8(a) program.
79 This limits the ability of OBD to

. .

control program activities,,since,the minority enterprise representatives

report to-regional office directors and the procurement center t4piesen-
, ,

,.

tatives report.to the Washington Office of Procurement Assistance: not to

OBD.

'Althbugh the 8(a)-pfogram focuses primarily on Minorities, there

are few minorities on the OBD staff. According to.SBA officials,'ai of

June 30, 1974, there were only 10 minorities (5 males and 5 females) on

OBD's I26-member professional staff. There were also only six white

females.-
80

V)

Moreover, agency contracting offidials and 8(a) contractors

'ineerviewed by Commission staff complained that their experienees with

SBA led them to believe'that most OBD staff members lack technical

expertise, i9101 the exception of soMeoretired military offiCers in

"second career" jobs. One regional 'sma liminess specialist stated

that efforts in FY 1972 to_re4uca agency-wide civil service grade.levels

resulted in an increase in the number df entry-level trainees with

virtually no experience fn produrament, the technical aspects of various'

industries, or minority business devei4ment.

Personnel on: loan; from other,SBA offices, however, do provide some

technical expertise for the 8(a) program. The minority enterprise

representatives, for exlmple, have developed experience in construction,

/

78. Procurement center representatives are specialists assigned to

Federal agencies by SBA to assist these agencies in Lslecting contradts-
,,

to be set aside for small businesses:

79. Interviews with SBA field official's.

80. Oovernment Minorit Elite rise Pro rams--FY 1974, pp. 9-

Winfdrd-Smith, Director, Office of Business Development, SBA

July1'`10,t 1974.

Jrs

0; and
interview,-

tl,
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and the procurement center representatives are nowledgeable in review-\,
ing'tfie contracting'process.

81

On the other hand, using staff from ?other SBA programs tends to

generate exaggerated criticism from borroed staff, who complain that

the 8(a) program requires a disproportionate amount of theirvtime. For
example, while one procurement center teplresentative complained that the-

- 8.(a) progtamtook 80 percent of his time regional officials said. ,that

.
.

,

/30 percent would be a high estimate. The .procutement center represen-=
1

tatives interviewed by the Commission clearly prefer to work for the,

1

small business program rather than 8(a)fbeCause firms in the S(a) program
. /

require more-assistance. 111 fact, some view the 8(a) ptogram as harmful
itcithe,s[Liall businessSet-asideprogram becausedt attempts to develop'

/new tompetito-rS-for-established small businesses. They believe that
. .

the 8(a) program 'is merely subSidizing the creation ot.la class of privi-

- ----='-'legedcbmpetitors, according to statements made during Interviews with

the CoMmissionc* One senior SBA official stated that many of the white a

buSiness development Specialists resent seeing minority businesses being

awarded what they consider large contracts, especially for minority firms.
Curturt suits-challenging SBA'' authOrity to operate-the 8(a) piogram as1 ,

a\minority enterprise progra tend to reinforce the tendencies of such
a

. ,

,

.

k

....

t .1officials to operate the provam conservatively to avoid further suits.
...SBA attempts to limit 60) contracting oppOrtunities to new procure-,

merit needs to avoid competitIo between its nee and old clients., 83 This

practice not only limits the 8( program but also fails to resolve the .

real conflict posed by.SBA'sodual commitment.

81. ,SBA has 47 rocurement center re resentatives, some at Federal
installations and others who cove t ritolles-from regional or district

'offices. Many review procurementprocesses for both the 8(a) program and
'the small business set-aside prog /

82: In Ray Bailie Trash Hauling, pc., v. .Kleppe, 477 F2d 696 (5th Cir.,
1973), cert. denied Feb`. 19,'1974,/415 U.S, 914; the court affirmed SBA's

-authority to-give preference to the socially and economically disadvan-
taged as. \ong as that group was not restricted to racial minorities.

83. See 13, C.F.R. 124.8-2(b).
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SIZE AND TYPE OF 8(a) CONTRACT AWARDS

Contracts awarded through the 8(a) program have increased from

8 contracts totaling nearly $10:5 million in FY 1968 to 1,720 contracts

amounting to more than $153 million in FY 1972. (See table,8.)

These 8(a).contracts account fox a major portion of all Federal contracts

awarded to minority firms. Yet, they represented but a minute fraction,

about 0;27 percent, of the total Federal procurement of $57.5 billion

FY 1972:,
85

AccOrding to a case study Of the General Services Administration,

one of the most committed and active agencies in the 8(a) program,, the

agency awarded 401 8(a) contracts in FY 1,972 and 415 in FY 1973. In

FY's 1972 and 1973, respectively, 75 and 72 percent of the contracts

were for less than $50,000, and only 16 and 15 percent of 'the contracts

in FY's 1972 and 1973, respectively, were over $100,000 (see appendix

C, table 28).

The $153 million in 8(a) contracts for FY 1972 includes an esti-

mated $10 million that is projected gross receipts of concessions

awarded through the program
86

'and the estimated order on "requiTements

contracts."
87 Actually, gross receipts for the minority firms may not

have added up to the $10 million estimate. If these projections were

84/
The contracting level increased to $215.6 million in F\1973 and1

contracting
in FY 1974. The projection is that 8(a) contrict awards

wx114total $290 million in FY 1975 and remain at that level.

f5.
Total Federal prOcurement for 197'2 is estimated in Re ort Govern-

ment Procurement, vol. I, p. 1.

86. Under a concessions contract the Federal Governmeht leases spac

/
one of its\buildings to an entrepreneur for a small percentage of the

gross sales`, plus payments for maintenance and improvement. Figures for

FY 1973 and\\ 1974-do not include concessions'.

87. "Requirements contracts" are entered into when a particular agency

promises to buy its needs for-a particular item or service from one firm.

Although the exact number of items or level of service that will,be needed

is unknown, the contract usually contains an estimate; but the agency may

or may notspend\the estimated contract amount.

\
\

1

58



42'

actual 8.6),procurement for FY-1972 would be approximately

$143 million, about 0.25 percent

that year.88.

of the total Fe4exal procurement for..

-Measured-solely in terms of increasing the nuMber and total dollar

-Volume of contracts to Minority firms, the program is only- a limited

success, particularly sincc the major 8(a) progrdM goal was stated as a

'dollar amount that wa's less than one-third of 1 percent of total Federal

contracting for FY 1972.

TABLE 8. SUMMARY OF 8(a) COMPANIES AND CONTRACT AWARDS-THROUGH FISCAL
YEAR 1972

Fiscal Year.
Number of
Contracts

, Companies
Awarded Contracts

Amount of
Contracts

1968 8 fj 7 $10;493,524
1969 28 21 8,857,771
1970 - 199 145 22,520,209
1971 812 508 65,414;474
1972 1,720 988 153,254,973

Totals '2,767 * -$260,540;951

*Since some companies received contracts in more than- one fiscal year,
a total of the companies would not be accurate.

NOTE: 'Thefnumb-ir and dollar volume of contracts awarded in the 8(a)
program .di fer in various reportS. As of January 1974, SBA was still
revising its figures for FY 1972, which ended on June 30, 1972. The
differences are slight, so the Commission_ used the Figures reported on
Sept. 30, 1972, which are the highest reported. -

StatusSource: 'U.S., Small Business Administration. StatusReport of 8(a)
Contracts (Sept. 30, 1972).

However, the total dollar volume -of contracts awarded,does not

provide the only basis for evaluating the impact on the development of

minority businesses, ExaMination of the distribution of contracts

among industrieS, however, provides another measure of the effectiveness

of 8(a) -subcontracting as a developmental program.

.

88. This figure is an estimate obtained by subtracting the amount
'reported by GSA for 8(a) concessions and an estimate of other overreported,
amounts from tota1,8(a).contracting. At the end of FY 1973, SBA Initiated
data 'collection procedures that should correct these overstatements. The
agency also began staff training in data reportingto increase the accu-
racy of the data.
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The industrial distribution of the 8(a) contracts awarded in FY

1972 is roughly similar to the overall industrial,distribution of

minoriti-firT:i with paid eMpioyaes. (Compare tables 9 and 10.)

TABLE 9. MINORITY-OWNED-FIRMS WITH -PAID EMPLOYEES IN SELECTED

STANDARD INDUSTRIAL CLASSIFICATIONS,, 1969

-Industry Number Percent*_

Manufacturing 4,088 13.0

Construction 8;214 26.0

Servicea 19,228 61.0

Total 31;530 100.0

*Percentage rounded to nearest one-tenth decimal point.

Source: Calculated from data in U.S., Department of Commerce, Bureau

of the Census; Census of Minority-Owned Businesses: 1969, MB-1 (1971).

TABLE,10. INDUSTRIAL DISTRIBUTION AND AMOUNTS OF 8(a) CONTRACTS,

FISCAL YEAR 19,12

Industry Number Percent . Amount Percent

Manufacturing 203 11.8 $46,307,784 31.0'

Construction 649 37.7 27,735,496 ,18.6

Services 770 44.8 64,780,296 44.1

Other 98 .
5.7 9,378,763 6.3

Total 1,720 100.0' *$149,202,339 00.0

*Total differs from that in table 7 due to unreconciled differences

in raw data.

Source: Calculated from data provided by the Reports Management Division

of'SBA ,(Nov. 29, 1973).

As of the end of' .FY 1972, the distributionof 8(a) contract

dollars among the major industrial groups waS highly concentrated

in the service industries, as are the minority contractors. And

although the program awards more contracts to construction firms than

to manufacturing firms, the dollar value of the manufacturing contracts

60



was much higher in FY 1972,
89

This was largely because: most 8(a)

construction contracts were for relatively minor interior maintenance,
r..

jobs, such as carpeting and painting. Similarly, a number of service

contracts were for relatively low-cost custodial services..
,

A detailed analysis of 8(a) contracts awarded by GSA provides a

case study of the characteristics of,the program's contracting. (See
.0

appendix C.) It shows. that, despite several large manufacturing

contracts, most 8(a) contracts were low 91 value and awarded in the

less promising services and small construction industries. The failure

of the program thus far tolemphasize manufacturing and general construc-
2

tion contracting undermines its potential for assisting in the develop-.

ment of minority firms in these indu'strial areas.
o i

AGENCY PARTICIPATION IN THE 8(a) PROGRAM

%-. Agency provision of procurement opportunities is fundamental to

the program,: Since its inception, the agencies have provided a steadily

increasing number and dollarvolume of contracts, but their levels of

participation vary widely. This may be owing to a lack of commitment

to the program by some of the agencies that do not provide significant

contracting opportunities to minority firms.

One factor making participation in the program difficult is ,

the Criteria are vague for selecting goods or services to be purchased.
!

The question of which purchases shOuld be made through the program
:

continues to pose iiroblems for both the agencies and`, -SBA.
. .

SBA regulations specify some of the factors to be used by agencies

to determine whether a procurement need. is suitable for an 8(a) firm.

These regulations, however, tend to confuse procurement officials.

4--
89. An SBA official asserts: "The trend since FY 1972 has been from
minor 8(a) construction contracts to those of greater value. Greater
total value of 8(a) contracts ig'now in the construction category
followed by the non-professional services, manufacturing and supplies,
and professional services categories..1......Gaunin Letter.
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For example, selection
spetifications,:are stated as follows,:

.

.

-The percentage of all Similar contracts awarded_ under

the section 8.(aYprogram over a relevant period of

time, issuance of prior public solicitation of the

procurement under a-small business set-aside, the

probability that an eligible concern could obtain a.

competitive award of the contract, and the extent to-

:likich other small concerns have hiStorically been ,

dependent upon the contract in question.for a signi-'

ficant percentage-of-their ,sales, 90

These regulations raise numerous questions for procurement

officialS. What percentage of all similar contracts awarded over what'

releVant period-of time-would
justify selection of 8(a) procurement?

Mile previous Pro,curement of the goods or services by a'small buSiness
.

.

.

sel -aside that was formally
advertised mean that:the procurement "should

r
----,

or,shourd' not_ be formally
advertised in all cases? If it appears likely

',- c
.

that an eligible concern
could: obtain a partidular contract through ,

'competitive bidding, should that procurement be awarded through the 8(a)

program? To what extent mustother_small concerns have, been dependent

upon the Contract before it must be withheld from the 8(a) prOgram?

DOe.s,this meati.-that the other small concern's§have a right to the

' contract ?"
91 ,0 _,

,

c

t

.

SBA standard operating procedures provide little more guidance in

applying the criteria for identifying goods and Services for procureMent

through'8(01. The bederhl procurement
regulations, however, specify

some factors for consideration:

*l: Estimated total numbers of items to be purchased in the

current fisdal year, and to the extent possible, further

90. 13,C.F.R. Sec. 124.8-2(b).

91: In response to this statement, an
SBA official asserts, "If a small

non-8(a) business concern has been-substantially
dependent upon a

specific procurement for its survival, that requirement will,not be for

the 8(a).-program."' Gaupin Letter.
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2. Total number of items the contractor will be required to
produce and deliver monthly. .

, \

3: 'The extent to which the contraetOr has produced items of \
similar nature and complexity.

4. Effect'on the contracting agency, if the items are not
produced- and delivered on time.

5. Technical specifications and estimated cost of items to
be produced. 92

Review of individual ' agency procurement regulations and interviews\'

with SBA and agency contracting officials provided little more concrete\

information on selection criteria. As one agency official put;it,

"selection bf dilitable contracts is a matter of experience and judgment

not easily reddced to paper." He proposed" that 8'(a)- procurements not

te" complex, urgent, or big jobs. According to this view, 8(a) contracts

are "risky," require.caretul judgment, and the contracting officer

,should only err orCthe conservative side.

; The surface 'view of the 8(a) prograt--that the'gencies provide
4 the contracts and SBA,provides the contractors--obscures the complexiy

of .the shared role of SBA and the Federal agencies in ,the contracting

process. SBA, (MBE field, reptesentatives, and agency procurement,

Officers review procurement,needs for potential, inclusion in-the 8(a)

program. In additibn, current and potential contractors seek out,,-

contracts for themselVet.

$
Normally,, the contracting process is initiated by a Federal agency,.

which 'sends SBA a list of procureMent needs it deems suitable for the

rogram. SBA evaluates the good of-Services needed in view of the

pabilities of prospective contractors. If the SBA can identify a

wi ling and able contractor, the contract moves to the negotiation and

aide d stage.

f SBA fails to find a.contractor within.30 working days under

Federal. procurement regulations--or 10 working days under armed services

p92. 41 .F.R.. Sec. 1-1.713(a)1.

6.3
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procurement regulations--the agency may withdraw the procurement from
.

the 8(a5 program and release pit for competitive bidding. .4

Agency officials and entrepreneurs have' complained that SBA paper-

work and internal prOcedures cause many procurements to be retdrned,

either beca4e SBA :does not have sufficient time,to find the contractors

or because 1..te notification does.not leave a prospective contractor

enough time ta,prepare an acceptable proposal. SBA OfficialS admitted,

that their paperwork requires a great deal of time resulting-in delays

that create problems for 8(a contractors and causing potential awards

to be withdrawn,
/;

SBA program officials are eager to have, all Federal avgencies parti-

cipate, but because of the pressure of time and the lack of'staff resources

they-tend to work with responsive agencies rather than attempt to convert

the reluctant ones. Still,ithe failure af some agencies to provide

curements limits the entry qf,contractors into the program:and restricts

its 'outreach. For example, the Government Printing Office, whith is

re'spon'sible for mast gOvernment printing, does not provide 8(a) contracts;
.

and, although other departments provide some printing work to 8(a) fitmS,

SBA is unlikely to certify printing firms. Thus, newly-formed printing

°

firms may be deniedthe benefits of .the program.

Agency 8(a) "Contracting Effort ,/

. -

'Data on 8(a) contracting reveal that 'agencies often provide too

few 8(a) contracts and,most are .too small to promote real business

development,

Commission staff reviewed the procurement activity of selected

Federal agenciei that accounted for 62.5 percent of all Federal procure-
:

mentand 93.4 percent of all 8(a) procurement in FY 1972. Table 11 shows

the relationship between8(h) and,the total contracting efforts,of the

agencies.

The 8(a) procurementaf these agencies invariably represents a

miniscule proportion, of their total contracts. If 1 percent of the

combined FY 1972 total procdgement by the 10 agencies had been contracted
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through the 8(a) program, the dollar volume Of the program would have
.been 2 times greattothan it was iii FY.1972, Also, if 1.,percent of

alWFY, 1972 Fedetal procurement had hpen contracted through 8,(a), the

program would haVe provided more than half a billion dollars in Federal

'contracts'for minority-owned-firths. . -.

.

T

TABLE 11'. 8(a) AND TOTAL PROCUREMENT OF SELECTED FEDERAL

:

AGENCIES,
FISCAL YEAR 1972 (MILLIONS OF DOLLARS)''-

'1" :

Agency, ,

Total ,.7-

Procurement
(a) (b)

8(a) Procurement'--
8(a) as- Percentage

of Total
USDA 1,200.0 '2.4, :0.207. ::
DOD': 30,400.0 -t4%.2', : /0,24

R EPA 92.1 0.9 i 0.97
GSA F 1,300.0 (c) (e) 34.2: ,(d) 2.63q
HEW -725.0 11.7

. 1.61
HUD . . 81.1 .0.7 0.61
DOL 308.3 T 1.7 0.55 "
USPS 507.5, 0.4 0.08 4.

DOT sz 587.4 7.6 1,29
VA , _ 737.3_ 9.6 1.30
10 Agencies 35,938.7 ; 143.2 : -0,39,
ALL U.S. 57,500.0 (c) 153.3' . 0.27

. -- ,

Sources: (a) Figures on total Rtocurement of,matgrials and supplies,
construction, and-services supplied by agencies in. response to Commission
inqUily (except GSA). .:

. .

-(1b)* Fig-tires extracted from U.S.-; Small Business AdministratIon, Status
.. . . .

Report on Sta) Contracts (Sept. 30,,1972).
,

(c) EstiMates.from Report on-dovernment'Procurement, vol. I, p. 3.
.

(d) GSA figures include concessions' awards, which are only actually,
T4ocuremerita but, leases to private firms permitting them to operate

, businesses oh government; property.. The rent paid to the government is
based on the annual gross receipts of the lease. Subtracting,concessions
reduces GSA' 8("a) ptocutement to'S25.3-million% 1.95 percent of the agency's

.total FY 1972 prOcuregent.

,SBA offidials indicatedkthat resistance to the program within the

agencies continues, even if it is not always expressed. .Though there

are no indications that 8(a) firms perform more pootly than other small'
.

'businesses, some agendy contra.:-.ing officers.maintain that they do.
o
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'Some officers also indicated that the 8(a) prograt conflicts With their

basic procurement
responsibility to buy t.he best quell.* item at the

lOwest pride, with the highest probability of prompt and satipfaCtory:

.performance Of the contract. Ih the absence of policy guidance,

regional contracting officers often retreat to this principle to avoid
-

possible:risk at, the expense-of the 8(a) program.

In an attempt to
overcome (this reluctance-, SBA issued a national

directive on 8(a) stating: "Other government agenCies will endeavor to

cooperate with SBA on 8(a) only as long as the program fully supports

and does not conflict with their procurement mission,. 'Care must be

taken, therefore, to-assist them in their mission by avoiding delay or

93

failure tothe greatest extent possible."

Contract Administration

-::',The responsibility for,
monitoring the perforMance of 8(a) contracts

'94

and::peoceSsing their vouchers -s delegated to the,agencies;bY SBA.

tech civilian agency administers fts own contracts, and military agencies
administers

,

delegate the task, with some exceptions, to the Defense Contract ,Admin-

,..

istration Service.

Contract aidminidtration procedures

although. 8(a) contracts are not treated

of compatable size within each agency.

vary among the, agencies,,,
.

differently fromother Contracts

The contracting agency's concern

'is,to ensure that contract spicifications are met ancrthat the product'

is deliyered on time; in other word's, tilat the terms and conditions of

',the contract are met.

Neither agency officials nor most entrepreneurs interviewed by

Commissiph staff indicated that contract administration presented-

major problems for the program. Yet, 43.6 percent Of.the minority

sia

A

93. SBA, National Directive ND 680-i, Oct. 19, 1970.

94. See SBA, Standard Operating Procedure 60411 (Ndir'ember 1974), p. 72.
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contractors felt that minority, firms are re strictly monitored by

agency technical representatives than are wihite firms. Most contractors

however; considered contracting specialists to be helpful by advising
4.

,
I

them of administrative procedures and promptly processing their payment

invoices.

Contrac

to a firm and

adMinistration procedures can provide technical assistance

r contract.. For example, the continuing relationship

between contractOrs and Public Building Service, officials on GSA construc-

tion projects provides opportunity for timely tdentification of problems

that contributes to successful performance of a particular contract and

to development Of the contracto.,
: 0

Contract administration seems to be the least controversia). aspect

of the 8(a) program, but then most 8(a) contracts do Fist necessitate
/

extensive coordinating because of their relatively smali'Kze,
I

Finally, while SBA may participate in periodic,reviews of contractor

95

performance, OBD'sstrained resources only Permit minimal/ involvement in

contract administration. Moreover, after al contract is awarded, SBA
r

often has no further,contact with a firm until its next contracting

opportunity develops. Complete delegation of contract administration to

evaluate the capabilities andthe agencies limits SBA's ability

progress of 8(a) firms. Further, SBA's limited followup

tors to determine, whether they.are developing financipl,

marketing 'expertise is not consistent with the program's

tive of creating competitive firms.

CRITICISM OF.SBA PROCEDURES
"/

SBA has been criticized'by representatives of minority trade

of 8(a) contrac-
-g=,

managment, and

overall objec-
--

associations and business develqpment org4nizations for its methods of
V.

95: Neither the agendies nor SBA maintain data that could, serve as a
basis for a comparison of lrpte deliveries, teiminations,-anddefaults
of 8(a) contractors as compared to all small business contractors.
Surprisingly, SBA maintains no data on defaults or terminations though,
seemingly,

,

such data is indispensable to program monitoring and planning.p

ft
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qa-

certifying firms as eligible for the 8,(a) program, matching prospective

contractor with
ioeurementopportunities,' and negotiating and awarding'

,

the 8(a) contracts.

The Approval. Of Contractors For The 8(a) Program

The SmaT1 Business Act does not Impose any conditions for partici-

pation in 8(a),96 but SBA policy restricts approval to
firms mined by

j
socially and .economically disadvantaged persons.

97 The criteriaoi"

'determining thibil firms areosociallylor ecdtioMically disadvantaged;

98 .4
q

however, are vague in 8(a) regulationg.-

The A-egulations, as amended in`May 1973, state:

. ...,

An applicant concern must be owned and controlled by'

one Or more petsons whO have been dekivedof the

opportunity to develop and maintain a competitive

position in the econilmy because of social or economic

disadvantage. Such disadyantage may arise from

cultural, socia,'chtonic economic circumstance's or

backgromid, or other-similar cause. Such persons

include, but are not limited to Black Americans,`

American Indians, Spanish Americans, Oriental Americans,

Eskiihos; and Aleuts.,
tri'Anam-era service in the Afmed

Forces may be a contributing' fac4§9in egtablishihg.

social or economic disadvantage.

,SBA field officials determine the eligibility of applicant6 for

participation in the progl:Lm. Applicants must submit p rsonal background

informatioh+; subject to investigation, to support their contentions that

they are socially,oreconomically disadvantaged.

96. 15 U:S.C.\637(a).

97. 13 C..R. 8pc. 124.8-(b)-.

98. In addition to the statute and reguladon cited above, the releyant

documen4 are SBA, National Directive ND 680-1 (Oct. 19, 1970) and SBA,

S andard. Operating Procedure 6041 (Dec. 21, 1971).

. 13 C.F.R.'Sec.\124.8(c).
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Establishing ownership of the applicant firm -by a socially and
);I

c

economically disadvantaged person (usually a mi,:ority)-and apProving a

busineSs plan are the,next steps in the process. Disadvantaged pers ns

-must owljt percent or more of the interest in_a joint venture or

partnership,' or at least srper,centof the st?t,.4in a corporation.

t , Corporations in whi persons who are not socially or _economically
_

disadvantaged (u a).ly.white males) hold a.controlling interest
100

,pare eligible for A proval only if there is an agreement to travfer

ownership to gc ally and economically disadvantaged persons (usually

minoritieg).
101

The applicant is responsible for furnishing sufficient'
.

legal and financia- records for SBA to determine ownership and'control
* ty:;

of the firms':,.

Eachapplicant must file a business plan (or business qualifications

resume for codstrUctionfirms) that shows the company's financial,

_production, marketing, and managetent:capabilities with 3 -year projections.

Also,, the plan should indicate the extent of 8(a)- support needed and the

'
Tanner in which the 8.(a) prograM can assist the firm to becOme competitive

in the open Market. In addition, construc)ion companies must.provide
-

information about_their "track record,"-bonding, an& licensing.;

The purpose of tie business plan is toprovideSTAWIth enough

,information to dael-M'ne whether the firm can. supply a product or service

t a reasonable price, what kinds of afsistance otper than SBA-contracts

are needed, and whether the firm is likely to achieve."viability" in

'100. For purposes of the SBA reguldtions, a person is deemed.to have
a controlling interest when he-or she owns more;then 50 percent of the
outstanding Voting stock of a corporation.

101. 13 CFT.R. §124.8-1(c)(2) . SBA is wary of such arrangements and

requires approval the.ASsociate Administrator for Procurement am&
Management Assistance. 14.angemedt contracts and other joint ventures
which "temporarily vest ownership:or control in nondisadvantaged
persons",also receive special scrutiny and approval: The purpose of
such care is to ensurelt4zat the intended beneficiaries of the firm
actuarlyibenefit and to prevent, exploitation of, midorities,/

.
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SBArs 3 -year time' period: Heip in developing business plans is

available.through OMBE-funded
organizations as well as through SBA;

but, because of a lack of coordination between 8(a) program officials

and OMBE-funded technical assistance organization's, the latter have

not,played'a key role in deYeloping the business" plans.: 4.

The approval process, which includes assessing applcications and

business plans, might take as litt le as 3 weeks for a knowledgeable

,firm,,or it could take over-6-months for a firm with problems in

developing its business plan. The time requited to process a business

plan also depends on such -factots as the problems of a particular

firm, the various regional offices' staffing arrangemekits, their case-

loads,'and operating styles-. Regional business development Officers

make recommendations,after
consulting with SBA's legal and. financial

0

analysts andother offic,ials. Their recommendations are reviewed and

forwarded by the chief of the Plocurement and Management Assistance

Division of the regional office to the regional director> who makes

'. .102
the final decision.

Si'
ACOOrqi4g to SBA officials, early efforts to enroll as many con-

,

tractors as possible resulted in apptoval of firms that do uot meet

current standatds and never really hAd the basic capability to partici-

pate in goyernment'contracting,or to benefit from the,prtigram. SBA is
0

attempting to "purify" therollsAby ignoring such .firms and terminating

the Participation of firms with little or no chances fer success in the

program. The current practide is 'for SBA regional officials to dis-

_

couiage applicants from developing business plani if no contracts are

likely, to be forthcoming. They, .do this, by iriforming the applicants

that SBA aodbcnot have enough procurements to meet the contracting

needs of firms previously approved for the program.
The type of firmS

102, Approval of firms in special situations, such as management agree-

Ments, 'may be delayed by the requirement of intensive legal review and

approval from WaShington.
Be

41,
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I

being approved or discouragedvary from region to region. One SBA
..

/

regional official expressed concern about the abundance of minority
y

janitorial companies, stating "we have enough janitors to clean the

world.," Similarly,an SBA official at headquarters, Washington, D.C.,

expreged concern over, the number of minority, consulting and software

companies that are highly dependent on government contracts. These

types of firms, the SBA official asserted, tend to be' locked into the

8(a) program for rOng-term support _rather than for contracts to supple-

ment other marketing efforts.

SBA does not keep records of firms that are den ed approval. Field

offibials maintain, however, that the number of suc firms is small.

They attribute the denials to the following: (1) e
, 1 .

or controlled by disadvantaged persons; (2) the films do not produce

goods or perform services ptirchased by the Federa !Government; (3) the

firms are clearly unable to meet government speci ications; (4) the

firms fail 'to provide sufficient information, par icularly on their

financial situation, for a determination of elig ility; or (5) there is

firms are not owned

no contracting opportunity "in sight."

,The,Commission did not hear recurrent compla!ints about the first

four considerations, though some firms have dispu ed SBA's judggit.

However,, the denial of approval because of the la k of a likely contr,

has been questioned by representatives of minority trade organizationr.

The
,

.

agenlies may, in effect, deny entry to groups f firms by 'failing' to

provide appropriate contracting opportunities. Ails , SBA's judgment,

that there is n6 contract "in s'' ht" may concaal oth r reasons for

denial of ent4 into the program.

The "Match' Contract and Contractor

Despite the fact that the SBA regulations and the letter notifying

the,applicant of approval state that entry into the pro ram does nit

guarantee that contracts will be, forthcoming, the firms iaturally expect

contracts. There are firms that have not received contracts afte
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several years in the,program,,and others have received only. one or

fewer than the number or of smaller dollar value Of contracts than

requested in their business plans.
103

Complaints by, firms without

contracts based solely on the fact that other, similar firms received

contracts-are likely to continue, although increasing the number of

contracts-in the program might reduce their frequencyt

- Some complaints,, however, reveal problems in the matching process.

There is often more than one prospective contractor for a proposed

contract, and the choice among them is made'by SBA. It is not clear

what standards SBA uses to select contractors in such circumstances.

Agency officials and 8(a) contractors interviewed by the CommisSion's

staff complained that SBA guards its discretion too jealously. Some-
,

times, for example, the agencies provide SBA with procurement needs and

the names of potential contractors. In other cases, potential 8(a)

firms discover potential contracts that agencies prefer to award through

8(a). On occasion, SBA accepts the procurement but rejects the contrac
,

1 '-

for preferred by the:agency and AyWids the contract to another firm.

In a case where an agency finds a firm, its rejection may dis-

courage further outreach efforts by the agency and diminish its

enthusiasmforthe8Wprogram.Whereafirmfindsapotential

:AContract, a negative response from SBA seems to be counter to the

program's goals because it fails Ito reward the firm for its marketing

efforts. SBA may have good reasons for its matches, but several
./

contractors interviewed by the Commission believe themselves to be

victims or beneficiaries,of favoritism and - political intervention.

/% /

?

103: In FY 1972, the SBA "larded 1,715 contracts:to only 988 firms

although 1,780 firms had been appr8ved for participation in the rlogram.

Thus, 44.5 percent-of the/firms applroved for the program received no

contracts. Status Report of 8(a) dontracts (Sept. 1972).
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The Negotiation and Award, of '8(a) Contracts

SBA is responsible_ for negotiation of the subcontract with the
8(a) -contractor it has Selected.

104
Agency representatives may\parti-

cipate, but general' they do not. At the same time, agency offiCiais
interviewed by Commission staff indicated that having SBA, rather than
the agencieS, handle negotiations results in unnecessary delay, and
overpricing. SBA officials countered that their conduct of negotiations \
is necessary to serve both the business develpment and procurerent

s-
purposes of the 8(a) program. They support this contention with the
claims that they are more familiar with the needs and capabilities of
the contractors and that they have more access to resources_ to assist
them.

105,

CommissiOn inquiries regarding the pricing of 8(a) contracts drew
responses too mixed to provide a basis for assessing assertinns made by
several contracting officers that 8(a) contractors submit excessively
high bids. Entrepreneurs, however, indicated that, generally,- over-
pricing is due to'excessive operating costs and does not reflect a
desire to realize excessive profits. Also, new, disadvantaged

1
firms

may haye higher operating costs, and,a 6.fait and reasonable price'.' for
the governinent may not be fair and.reasonable for 'the-'8(a) contractor.

In cases where the bid price includes sums for ca,ital start -up
expenses (such as purchasing machinery, etc.), the portion of the bid

price that exceeds the market price (the price the agency ,:7ou1a pay if
purchasing by formal advertising) is referred to, as a !biisiness Avelop-

4
4 ,9Sment,expense" (BOE).

104. See SBA, SOP 60401 (NoYember 1974),.

. 105. SBA can, in'fact, provide assistance in a variety of ways.; fdr
example, construction companies may obtain bonding or technical assis-
tance and a'guaranteed -line of credit in addition to 8(a) contracts.
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SBA ndW has funds to pay the business Zevelopment expenses on

manufiCturing contracts.
106 There was some confusion -among SBA

regional staff as to whether the:BDE should be .used only for non-

recurring start -up costs or for differentials resulting from recurring

higher costs. In any event, SBA's use of less-than half of the amount

appropriated for business development expenses in FY 1973-
107

indicates

that in practice SBA followed th former approach. 'The current policy

of SBA's OBD headquarters is to permil only ..the nonrecurring start-up

costs. 1"/

The BDE is approved after the conclusion Of.a .successf7-1 negotia-

tion of a contract with an 8(a) firm by the Associate A inistrator for

Procurement and Management Assistance. SBA then awards he contract

through the execution of appropriate contracts and subcontracts among

the.agency, Slip, and the 8(a) firm.

TECHNICAL ASSISTANCE FOR 8(a) CONTRACTORS
O

The provision of technical and Management assistance is an integral

part of the 8(a) program. Such assistance, however, is not provided ih
I

a, uniform manner. Even though a firm's business plan provides a'compre-

hensive assessment of its needs, SBA and the Federal contracting agencies
-7.-

do not adequately serviceNthese needs.

The provision of technical and management assistance to 8(a)

cOntractors is extremely fragmented and uncoordinated. Assistance

efforts are scattered among Federal agencies, the SBA Business Develop-

merit Office, and OMTE-funded organizations. OMBE funds trade.assodi-
,.

ations, business development service centers. and the technical

106. The BDE differential paymept is deiied as "the difference between

the fair market price and the price' required by the 8(a) subcontractor

toprovide the product or service under an 8(a) subcontract with'SBA...,"

SBA SOP 60 411 (Nov. 14, 1974), p. 87. Prior to FY 1972, the agencies

had to absorb the cost differential. But during FY 1972 'SBA authorized

the use of BDE oninanufactUring contracts, SBA SOP 6043 (December 1971).

107. Government Minority, Enterprise Programs - -FY 1974, pp. 12-15.

Total TDE for FY 1973. was f,6.6 million of $14 million appropriated, and

the average BDE per contr'.ct was about 13 percent of contract value.

4
74
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assistance of "'call contractors"
108

to assist minority firms, but
4

SBA is the only agency that is supposed-to have a continuing relation-
.

ship with firms approVed fafTrarricipation in the 8(a) program.

While SBA has access to more resources than the contracting _

agencies, its technical assistance is not especially geared to'the

needs of 8(a) contractors. SBA "call contractors" may deal with

particular problems of minority firms, but they do not provide overall

guidance., -

/

Regional:SBA officials, interviewed by the Commission; heIebliBE'S---

technical assistance resources in particularly low esteem an& often

did not mention their availability to 8(a) contractors. Contractors,

interviewed by the Commission staff, in genlral, hadslittle confidence

in the volunteer assistance efforts of the various local internship

programs.
109

The directot of a contractor association in California,

in particular, was so dissatisfied with-the technical assistance being

given by SBA and OMBE-funded organizations that he had turned to a

larger corporate systems' organization to provide assistanCe_to member

firms. In mostrcases*, there is little available to the 8(a),contrac-

tors in_the way of steady reliable assistance to identify problems
______

before they become unmanageable.
7 .

Furthermore, the assistance provided to 8(a) contractors is not

focused on busiess,development. 'Few minority firms can affcird adver-
.4 ,

tising budgets, full-time sales representatives, proposal and bid

108. Both SBA and OMBE provide technical and,manigement assistance
through Call contractors, which are private firms called upon to render
assistance for a specified number of days. SBA's call contracting

Iprograni is authorized by Sec. 406 of the Equal Opportunity4Ct Of 1964
42 U.S.C. 2902. The authority for OMBE's call contracting program is
based on Executive Order 11458 (1969).

109. ACTION provides volunteers throtigh the Service Corps of Retired
Executives (SCORE) and the Active Corps of Executives (ACE), former

SBA programs. Many OMB& organizations have cooperative arrang&ments
with universities and business colleges to provide internship oppor-
-tunities for students-1'6, work with minority firms.

5
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writers, full-scale market research,-and the other elements of success-

'.ful marketing. Yet, there is little emphasis by ,SBA or OMBE on the

developMent of.these resources and- no adequate focus on marketing

problems in, contracting- SBAand OMBE officials Concede that in the

past they have platedemphasis on providing assistance for preparing

loan applications. Generally, these agencies are beginning to al- locate
_

More resources to marketing, but their recent efforts have not begun to

---,increase-the effettiWness of Minority firms in-marketing programs in

the government sector.

PROGRAM COMPLETION-AND TERMINATION--

After 5 years of. -8(a) operation, few firms have graduated from

the program.. Many 8(a) contractors are reluctant to leave, despite the

fact that,their enthusiasm for the program is. often lukewarm.
110

4

Although SBA, officials are eager, to graduate more firms, they express

doubts that firms have fully benefited from the
111

program, One $BA

official asserted that SBA could not point to a single successful firM

that Thad been developed solely as a result of its\participation in the

8(a) program.

-----SBA- regulations state that a firm which has "substantially achieved

the objetive of its business plan will be,notified that its paxtia-

pation in\ the program is completed" add that judgment of program comple-

tion willAbe made "in the light of the' purposes of the program.`"
112

HO. Six
1

lo 18 8(a) program. graduate contractors interviewed, by the

Commission' elieved that the-program was-not helpful to them:, and a

'large majorty of those who felt it was helpful qualified their responses.

some even be, ieved that the program could harm their businesses.

All. SBA fr nkly does not expect to meet its goal of 100 new graduates

in FY 1974.1 See testimony of Administrator Kleppe in'Government

Minority Enterprise ProgramsFY 1974,-pp., 12, 27L28.

112. 13 C.F.R. §124,8-(e).

76
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SBA officials use interchangeably the terms "achieve viability" and

"achieve the Ability to;compete.in_the market place'" to define the

goal of the program, yet' no one was able to speCify criteria for

assessing viability. In fact, one SBA official-described 'program

completion as.a "nightmar."

,Achievement of the objectives of the business plan presupposes

that there are specified and achievable objectives. If the business

plan is developed carefully and-realistically, it-would seem that a

firm's progress could be assessed by comparing its financial statements

with the plan. But 8(a) contractors maintain and program officials

agree that business plans have often been drawn up casually and rarely

reflect realistic and comprehensive assessments of a firm's needs andf

prospects.

SBA reported

11 1competitive; and

Commission with 18

that the 8(a) program has. graduated 29 firMs,that are

"in very good shape."
113

Followup interviews by the
114

graduates, howeverfailen to clarify either the

113. The 29 graduate firms consisted of 10 construction, 13 service,
and 6 manufacturing firms. Seven were Spanish speaking,_ 22 wereblack,
1 was Asian, and 1 was Indian-owned. Only one firm was owned by a
woman. Gross,receipts of the 12 firms providing financial inforthation
ranged from

However,
for a janitorial firm to $1 minion for a-construc-

tion firm. However, the average gross receipts for these firms for .

4 1973 wais $308,900.
, A

,`

114. Government. Minority Enterprise,Programs--FY 1974, pp. 11-12.. Six
firms could'not be located by the names of eitherthe firms or principals.
These names may have changed or the firms may have gone out of business -.

,FOur other firms did not provide sufficient information to 'he included in
this assessment, and one firm reported that it had never p4rticipated in
the program. Thus, only 18

in
were able to provide information on

-.their firms' participation n the 8(a) program. InteivieWswere conduc=
ted by telephone between Jan. 17 and 28, 1974, and the information was
cross-checked, where possible, with previous Commission interviews and
SBA's StatueReport'of 8(a) Contracts (July 1973).
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criteria used to.determine their yiability or the procedures by which

SBA decided on the completion of their participation in the program.

"Twelve officials"reported that their firms*had received notification of

4
thgir graduation'. Six of the firms had objected to graduation and were

reinstated, and another six accepted SBA's decision and considered them-
,

selve graduated whether or not they,believed they should have seen

.graduated. The remaining six firms listed. as graduates were not aware 0

that they had been gra4uated.and two of these firms .were listed elsewhere

,as.having received 8(a) contracts in Ft 1973 and FY 1974.

The 12 firms, that were notified, of graduation reported that they'

-received notice of successful program completion by letters fiom SBA'

without any prior discussion. Several of the other firms which were

not aware of their status in the program stated that they received their

first notice of,graduation in interviews with.Commission staff.'

Only .3 of the 18 officials believed that the 8(a) program had
,

definitely .helped them improve their business positions, and 7 officials

felt that tihe program had not helped their firms at all. The remaining

.8,officials- were undecided.

The range of responses to the followup survey indicata thdt some
.

of those interviewed-should-be considered true graduates in that they

successfully completed the program, while Others should be considered

terminated not '.because they-had achieved the objectives of their business

plans but because the chances of their achieving competitive status

seemed slim.
Id

The,12 firms that were notified of graduation are now functioning

in the private sector, but,fewattribute -their marketing development to

participation in the 8(a) _program or to SBA assistance. In fact, several
a

o firms concluded from their 8(a) experience that Federal procurement could
A

noeprovide them with profitable marketing opportpnities. because of the

time ancreffort necessary to comply with rigid dpntract requirements.

o
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The SBA 8(a) regulatio0 also state that firms whose part(i4pation
. ,

"mill not furthei the program Objectives" will 'be terminated before they

complete the program. Potential grounds for termination include:

The unavailability of appropriate section 8(a)
-contracting support, the inability of the section ,

8(h) concern to.develop suitable commercial or
competitive markets, inadequate management perfor-
mance, and evidence of continued inadequate technical
performance. 115

Thus, program termination may be the result of poor performance

and management by the 8(a) firm,. the failure of the firm andthe

technical assistance program to develop competitive marketing abilitY',.

or the .failure of agencies and SBA to provide- adequate contracting

opportunities.
116

-
The guidelines for termination areonearly as confusing as those for

successful completion of the progtam, as there are no criteria upon wgich

to assess whether a firm has developed .competitive marketing ability.

If SBA would implement plans tosharpen its business development

focus, in addition to emphasizing increases in contract awards, operating

objectives and criteria for decisions at every stage of the program-would'

be clarified for the benefit of the contractors.
117

115;. 43, C.F.R. § 124.8.-2(3)

116. SBA reported that 138 of 2,006-firms in-the program between 1971
and 1973 had failed, largely for the reasons, that small businesses

usually fail. See Government Minority Enterprise Programs--FY 1974,

p. 11: According to Dun 6eBiadstreet 95 percent of'sfitalf busifiess
,failures are attributable to financial and'managementproblems, The
Business Failure Record, compiled by Dum& Bradstreet, inc. (1973);

pp; 11 =12- -

' 0

1,17. Government Minority, Enterprise Programs--FY 1974, p, 12.
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Chapter .6

THE BUY INDIAN CONTRACTING PROGRAM

The Buy Indian Act Of '1910 authdrizes ch.e.Sacretaries of the

Interior andHealtic Education, and Welfare to negotiate contracts

directl with Indian-firms and tribes.
118 'The Commissioner. of the

Bureatro Indian Affairs (BIA) exercises this authority on,behaIf

of the .Secretary of the Interior, 'and th Director of-the Indian

Health Sefvice (IHS) exercises the autho ty at HEW.
-

The BuydIndian contracting,program i unique among special

contracting programs bedause it is Aimite -to one tinbrity sraup,

it is a direct contracting program, and it-.permits contracting with

nonprofit organizations '(Indian tribbs) a0 well ae prokit-oriented-

businesees. The direct contracting authority makes the Buy Iddian.-

prograM pOtentially more,effective than other 'pecial programs

'because the Indian agencies can deal directly with Indian firms ,

t

rather than haiing to go through a prime contractor or another -'

Fedaraiagency. /.
\

.
.

s.

The-Buy Indian authority was dormant .for many years until Federal

policy tTenda:emphasiiing more tribal administration of IndiansPro-

grams, growing interest within the Indian community in-economic

-, development, and the convenience of the authority in meeting certain.

procurement needs. contributed to its 4i14:zation. -Presideht Nixohla
. _

.

, .

.

<, 119. goalmessage on indian affaira, stressing the goal of Indialont41.-of
a

_

,''"°'
.",

. .

. ilw .

/

118. The Buy Indian- Act is a-pr\ ovisionehacted as- Set. 23 ofthe:

. Indian Appropriation -Act of June 25, 1910. The pertinent Oortions

of the act state: '!So.far as may be practicable, IndianAabor,shalr.

bp- employed and purchases of ,the productaqf Indian indystry may be .

made in the open market at the airection-of the Secretpry of the

Interior," 36 Stat. 855, 25 U:S.C, $` 47.- The Secretiary of HEW' -s«

authority to-operate the Buy Indian-grogram is inher nt with,HEWia --

responsibility for the *Ian health program, whic was initially

ope,rayedby the Interior but transferred to HEW -by 68,.Stat. 674,

42 U.S.C. 2001-2004; and' ReorganlzatiOn Plan No. f3 of 1966, 42 .

U.S.C. 202.

119. For the text of the Ttesident's message on Indian affairs to

the Congreca,s on July 8, 1970, see Weekly Com iltion of Presidential

Documents (July.13, 1970), pp. 894-905.

.07
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thd g4s0 million annual Federal expen ures for Indian programs.,
;,

L
and Exe utive Order 11458,

126
providing organization and policy

directiox\ for minority buSiness development,' gave added impetus to

fullmp-1 entation of the Hily Indian.contracting authority.

7The B y Indian program operates within the framework of the

regular procurement activities of BIA and IHS and- -has no distinct

organizatio or staff. Regular contracting officers; guided bAthe

_prilicies of heir_T-espq:cfnTagencies, select contracts for negotia-
tionpion under th Buy Indian authority.

The BIA Chief of Contract Service, the chief procurement

--_,o;ficer for th Bureau, is responsible for.formulating Bi,procurement
.0

polsicy but has direct authority over the 11 area contracting ofices,

or the three central pftchasing fadiLities.12
.

TRe Divisio of Grants'andsContracts inthe Health services
.

Adranrstration of HEW formulates IHS procureMent policy, while the-:" _t_IHS Director of -A inistrative Services coordinates procurement' .

activities, a task limited to transmitting contracting instructions

and regulations to he area offices,that have purchading authority.
123'

. ;
. ,

.) 120. EXecutiv Ord4 11458 (Mar. 13, 1969).
i? -7

121. Staff interviet7with a fotmerIA contracting oTieer.

N.Mex.;-Anadarko, Okl .;" Billings, Mont.'; Minneapolib; Minn.; Juneau;i
122. The 11 area off ces,are lOcited inibirdeen, S,Oak.;-,Albuqu e.Oue,1

Allpka;:Mdikogee, Okla.; Gallup, N.Mex.; Phoenix, ArizwPortland,'10reg,;
and Sacramento, Cali. ;The three central yurchasing fiicilities are
the Indian Technical-Asdistance Center in Xenver,,Colo.; the:Divisioni,

* of Plant Design and Construction in Albuquerque, .MeH.--;and the Field
8erVicei Division,- alSo located, in Albuquerque. , 1

,

123. The nine area offices for procurement are in Albuquerque, 'a.Mex..;
Wine Rock, Ariz.; Aberdeen, S.Dak.; Anchorage, Alaska; BilkingS, Monte;
Oklahoma City Okla:; l'heniX', Ariz.; Portland-, Oreg.3' and Tucson,
Ariz. , -r .. . _ .

.

,.-
s'. ,t

.
wI-
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.

Since the Buy Indian program is a direct contracting iefforWBIA7

and IHS contracting officials have'the authority to-negotiate pradti
, .. ,

tally alr contracts with Indian' firms. Before tbe'pro&utement n dds

of these agencies are forMally advertised, ale contracting of 'Cers

ate expected to ascertain whether any Indian firma'can produce -the '

!needed zoods and-services. If so, the officers may negotiate contracts

, directly with the fiirilkbut, ..71hen f1.76,,Or more radian are found
- .

.

,

, --
i

iwith the capabilities f fulfilling,a cOntract,°competitive bids are

requested,fromleM and a contractnegod.atedWith the lowest bidder.

. .

The number andflvalue of contracts negotiated through the-Buy.-

.

Indian program hai'incrgi; d steadily For- example, in FY 1968, BIA
. / .

estiAted,aWards at $6 million- and, in FY 1972, the BIA awarded '03.4 4

. 1

124
million in 'Buy Indian cpntractse- In FY'1972, the:two agencies.

awardtd about 40 perc= of their dollar volume through the program.

" (See .table 12.)'
.

.

, 1

.

GOALS AND
.

OB.WMES '
,.

*L-----1
Despite 'the increasing volume of tracts that the Buy Indian

prograMhas !directed to Indi'an tribes and firms, the absence of well-

articulates goals' and petlforinanceineagurements, along. with a lack of

'program coordination, has limited its effectiveness as a business
. .

'

. 1

development-m)gram. te

k4ti.
. :..The Buy Indiii program is not designed solely as A ,business

.

devtlopment progr , although the BIA manual states that one of its
/

goats is Indian buLess, .develo4en.125 '.The.manUal emphasizes: (1)

assisting in'establishment Of Indian-businesses for the promotion of
1

.. .

Indian
.

empioyment.opportunities4 (2),providing markets for lhe pro-_

.

c: Clucts'of Indian industrw (3) proykding bupl-fless training and experience;
..:

and (4) developing Ontr;-i-billing and negotia0.hg skills. IHS haS

'
.1 .

not stated goals forits-program.

-
t

124. Responses to qbe7C s Special Questionnatrebto Selected

Federal AgenciesRegarding ProcuremenE'Activities-Under Zhe Btiy

Indian'Act.

125. 20 BIA Manual Sec. 5.6.

.

\
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. ,

Each agegcy is responsible for operating the(Buy Indian program
"N, I- . .

through its central and area contracting ofOces,(. Decisions 'regard-
I

_' ing when and for what purpose -he Buy Indian autliority is to be used,

however, are, delegated to the are offices within each agency: Each
\_

purchasing officer may assign different prihrities to the use of the

authority, ::aUsing:the operation of-the prograim to vary widely among'

-area office:: as well as betwee the two ,agencies.: For example, the

.Buy Indiaws hare of the total contracting effort of selected' IHS

area. offices ranged- from 16.3 to 21.4 Percent while in selectedXA

,offi:ces it ranged from 19.2 to 42.8 percent.
12 6

CONVICTS AWARDED THROUGH E BUY INDIAN PROGRAM
1

BuyjlMdian contract aW617ds are,overwhelmingly concentrated in

/
?

sere' s." In"fact, this concentration is; far greater than that for

; .
mi or4ies in general.

/concentration
officials *ontend that there are '' '

few construction and mad awards becaus'e there are few Indian
. .

. .,

firms in those Pustrial classifications. But sinceithere are no

data on the industrial dis,tribution of Indian firms, the validity of

. this contention calm be assessed. (See table 18.)

The Buy Insdian p ogram has also awarded more contracts to Indian

tribes than tocomme cial firms. Table 14 shows the distribution of

contracts between t ibes and firms for several area offices.
127

If

this pattern is typical of all Buy Indian contracting, less than 10

,percent of Buy Indian contracts ate awarded to commercial firms.

P -126. Calculations based on figures provided to -the Commission during

4.nterviews'with arearofficials. Some figures are estimates based on

data kept informally by contracting officers.

127. Figures are derived from file Alaterial provided by BIA and IHS

area office's: The Commission_etaff_visited area offites in Window ,

Tuck, Ariz.; Sacramqpto, Calif.; Albuquerque, N.Mex..; Aberdeen, S.Dak.;

and, Gallup, N.Mex., but only t4 five ;area- oifiqes in table 14 were

able to supply data.
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TABLE 14. :BUY INDIAN CONTRACTS AWARDED TO
COMMERCIAL FIRMS IN SELECTED.

AREA OFFICES COMPARED-TO TOTAL BUY INDIAN7CONTRACTS., FISCAL YEAR 1972

Contracts Awarded to

Buy Commercial Firms

Indian Contracts Amount Percentage

Sac amento BIA $ 949,000 0
- 0%-:-

Albpquerque BIA 2,400;000 605,385 25;2,

Window:Rock
.

pavajo) BIA 25,737,501 1,791,498 7.0

Albuquerque IRS 401,653 31,832 7.9

Gallup, N.-Mex.
IHS* 1,50,000 .

53,547 3.6

..

Total $30,988,154 $2,482,262 8.1

\
*Figures are estimates for fiscal year\1972

0

Source: Commissioh staff interviews with\area office's.

Aro

86
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Contracting with tribes basically provides a means for ,trans-

ferring control of the program pp Indians and also enables Indians
to develop business experience. Nevertheless, Indian fig need a
greater share of the contracting.

CONTRACTING PROCEDURES

The agencies reapOnsible.for implementing the Buy Indian Act
have not developed comprehensive or uniform contracting regulations.

BIA has issued a manual on the use of the Buy Indian Act,
128

but IHS
has only issued:an interim policy statement. 129 The regulations pro-
posed by IHS consist simply of a statement of its existing practices.

13 0
,.

e., -,,
Deficiencies in Buy Indian contracting procedures are similar in

maany respects to those Of the 8(a) program. InvartidUlari-procedures
-for'selecting.firms to participate as contractors and fOr selecting
contracts to be negotiated under the act reveal -crucial'program:Weak-

nesses.

Selecting Firms to Participate as Contractoks in the Buy Indian Program
The Buy Indian Act does not state any specific criteria for

determining which firms are, eligible to negotiate_contracts, except
'131that the items purc4ased must be theproduct of Indian industry.

128. 20 BIA Manual (May 21, 1971).

129. The "Buy Indian Act" Interim Policy Statement issued by the
Deputy Director of IHS, Feb. 1, 102.

130. Published in the Federal Register, Feb. 1, 1973 A final
regulation has not been published-as of this writing.
131. The BIAIManual,restrioits eligible Indians to: "...Any IndiAntribe, Pueblo; band, group or community recognized by the Secretary ofthe Interior Or any individual or group's of individuals., irrespective'
of the degree of Indian Blood, recognized as Indian by, the Secretary
of the Interior or the' Indian tribe with which they claim, affiiiation...
The product of Indian Industry is anything prodUced 1); d business
organilation 100 percent Owned by .Indians which requires jikill, laboror intellectual -effort:" 20 BIA-Ma4a1 5.5 A, B..

8'7



The BIA!mhual and-proposed regulations of the IHS are considerably

more restrictive,--inthat they require that firms be 100 percent

Indian -owned to(lualify fot the program.
132

.
Procedures governing the se ion Of firms for participationin

the program, however, are 'not centre. ly coordinated by either BIA or

ItS. The Bureau's Manual' states:

Each contracting officer ould catalog-prospective

Indian contractors bythe type of "products 'of Indian

industry" each can provide so that negotiation- of

contracts can be expedited when needed.-,This /sic/

data should .be exchanged between contracting-Officers-

so that it /sic/ can 'be giVen the widest possible

,application in the,nprmal competing area cons*stent

with' these iequirementb.133

The BIA manual `also requiies that firms submit ,proposals before

negotiating a contract,
134

/out the IHS has no comparable procedures.

Tlevelop.ing Catalogs of Prospective Indian Contractors 1

The Commission's review,-,of contracting operations in selected

'BIA offices revealed that the ISrovision,of the manual that requires

"contracting officers to prepareicatalogs of prospective-Indian cod,

tractors is not being uniformly,liplemented. In fact, most area

offices have not-develdw.iny catalogs, allegedly owing to a lack of

staff. This means that,most Indian firms are enrolled in' the Buy

Indian Program under BIA through their own initiative,

IHS does not require itsnontracting.officers to compile lists of

Indian"firms,
135

and, unless area officers initiate them on their own,

no lists are compiled.

$

:

* $132._ See BIA- Manual 5.5B. See also Sec. 3-4, 5703(a) of HEW'S pra-
.

posed NegOtiated Procurements Under the Buy Indian'Act, regulations

published in the Federal Register, Feb, 1, 1973. See alSo the interim;

policy ,statement referred to in note i24. 4
..

;

s' *

I
133. 20 BIA Manual 5.3.. :

rt

.

134. Jbid., 5.9A. .

135. "IHS's Response to the CommiSsiOnlg Special Questionnairertol

n,Selectpd Federal Agecies Regarding Procurement Activities Under The
, .

i

Buy Indian Act (Aug. 21, 19/3). -," . f°

i

--

t.
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Distribution of Information on the Buy Indian.Program

BIA and IHS have not adequately inforMed Indian firms of

contracting opportunities afforded by the Buy Indian program, BIA

reported that "all Indian tribes and known Indian,organizations

were furnished copies of the BIA Manual, which explains the contract-

ing process,'when it was issued.°
136

The manual,, written in technical

language for contracting specialists, provided the only comprehensive

written information on the program for Indian firms by BIA. IHS

stated that it passes_ out information "by meetings, word of month, and
0

written materials."
137

Ohly 2 of the 11 firms participating-in the

Buy Indian program that were ,interviewed by Commission staff stated

that they had learned of the program through information disseminated.

by the BIA or IHS. The other nine pbtained their information by

independent research or from relatives and non-Indian businesS

associates. The faildie
1
,f the BIA and IHS to distribute information

on the -Buy Indian program may account the small number of Buy

Indian:contracts with'commercial-firms.

Selection of Buy Indian Contracts

BIA has three criteria for determining_ whether a contract should

be negotiated under the Buy Indian Act. The product or service to be

purchased mist Le a product of Indian industry, the contract must

provide an econbmic benefit-to the, Indian contractor, and an Indial

firm or tribe,must submit an acceptable bid.

.IHS has not published guidelines specifying criteria for select-
-

ing,Buy Indian contracts, but several of the criteria used are similar

tb those Used by\ Bilk.

136. .See the BIA's Re,s_ponse to-the Commission's Special QuIestionnaire
to Selected' Agencies Regarding' Procurement Activities UnderiThe Buy

137. IHS P.:sponse,to the Commission'sSpec,ial Questionnair to
Selected-Agencies Regarding Procurement Activities Under 91e buy
Indian Act (Aug.. 21, 1973).

Indian Act (June 25, 1973).

8
r _ 9
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Products of-Indian Industry, The BIA defines products of

Indian industry: as anything "whidh requires the use of lahor or

inteliectual'effort produced by, a bbsinessorganization wholly awned

by an Indian." The manual'specifies supplies, equipment, food-

stuffs, maintenance, and-construction.
139

IHS -has no-comparable instructions, so.its Contracting Officers

must use their own diScretion.in
determining whether items to be

purchased from an Tndianfirm'are the products of Indian industry.
5

-
There are at least two -major differericea in the definition of

:products of Indian industry between the BIA and IHS. Under the BIA

definition, the-negotiation of contracts for0materiala and supplies_

from' Indian distributors is pekmitted, regardless
of-whether the pro-

ducts are manufactured-hY-Indians. But, in contragt, under IRS's more

restrictive definition, distributors-qualify for Buy'Indian contracts

with IHS only if the product they dOtribute is made by fndians.
140

Second; there are differences among regional offides. Sibme IHS

area contracting officers negotiate construction contracts with

Indian firms, while others .refuse to do so. For example, under a 1970

decision of the Chief, Office of procurement and Material Management,

Health Services and Mental Health Administration, contracts for con-

\

struction could not be negotiaAd under,the authority of the luy

- *

Indian Act.
141 Subsequently, nowever, the Chief of Procurement and

Material Management advised-area office directors that the restrictions

on negotiating construction contracts under the Buy Indian Act "could

0

138: 20 BIA Manual 5.5B.

139. Ibid., 5t11A (1).

140. "Contracting Under the Buy Indian Act," memorandum of Feb. 11, 1972,

from Director, Office of Procurement and Material Management, Health

Services,and Mental Health Administration, to the contracting officer

of the Oklahoma City IHS office.

141. "Eligibility of the Jack Boyd Construction Company Under the Buy

Indian Act memorandum from Acting thief, Procurement Branch,

Office of Procuremenqland Material Management, Health Services and

Mental Health Adminisqoption,
to 'Robert Jacoby of HEW (June 26, 1970).

90
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142be removed immediately." Area contracting officials-have inter-
preted this statement as giving them discretion in,determining whether
construction contracts are 6o be negotiated under the progrgm. Thus
the Aberdeen Office negotiates construction contracts,under the Buy
Indian Act, while the Albuquerque Office refuses, to do so'.

The inclusion of-more categories of goods and. services within1

the classification "product of Indian indu'stry" would result in:an
increase in the goods and services that could be purchased.,

--T-Ig.--Sc7;41hp the

in the program. Also,

which goods and services

the Buy Indian program. A.natural-elfect

participation-of-More Indian firms and. tribes

development of consistent policies specifying

can be purchased under'the Buy Indian authority would ellminat some
of the confusion.

. Economic Benefit `to 'the Indian Contractor. While BIA requires

.that contracts provide economic benefits to.prospective contractors,
143

IHS does not. However, IHS does permit contracting officers to award

contracts that will create employment opportunities for Indiani.144

Neither BIA nor IHS has developed procedures to assure that

decisions regarding economic benefits and employment opportunities are
made uniformly. Consequently, contracting officials base their

decisions- on their-Own judgments-or rely on other officials, indlud-
0

ing reservation superintendents and program officials who generated
the'\contracts.

.

%,,*

, ..

A.

- -

-342. interim PoIlcy-for Negotiation of Constuction under BuykeIndian
,Act, Aberdeen area Indian Health Service (Oct. 9, 1970) :, 0 4.

143. 20BIA\Manual'5.9A.
, .

.
.

144. ,-"Buy Indian Act,". A Statement of Interim Policy issued by th
Deputy Director oif IHS, Feb. 1, 1972: .

91
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Determining Acceptable. Bids: After a contrast has been set

aside for award through the Buy Indian program, it is awarded only

if an. acceptable bid is submitted.
145 Again, neither BIA nor IHS

has issued guidelines defining what constitutes'in 'acceptable bid.

Some contracting officers interviewed bY'Commission staff accept

reasonable prides while others accept only competitive prices. The

;latter is generally understood to mean the price for which An item
\

would be purchased if\a prqcurement need were formally advertised.

The competitiveprice'may, be based on the price history of the

1 .

item,
46 current prices quoted by firms s.elling the item, and the

contracting officer's allowance for inflEtion,'but'a reasonable price

may be higher than the competitive price.

The justification for accepting a. reasonable bid is that the Buy

Indian prograM does

merit expense to the

competitive rate is

developMent expense.

not authorize the payment of.a business develop-

contractor. Thus, if a higher price than, the

accepted, it includes, in.effect, a business

The contracting officer in one of the five'BIAAnd IHS offices

questioned about' pricing policies Atated that he requires

competitive bids. All others accept reasonable bids, but they differ

on their pricing policies. For example, while the contracting

officer in BIA's Aberdeen Office accepts bids 15 percent above the
-

competitive price, the Navajo IHS officer does not accept bids that

exceed the, competitive price bymorent..-.--The-Navajo---

_______11A--Of-ti`CeV-dOLS11 ase his determinations on percentage but tries

to negotiate a pri'ev as close to the competitive price as possible.

145. If
1

no Indian firm or tribe submits an Acceptable-bid, the

contract is usually awarded througli the competitive process.
4 ,

146. The price hiftbryis usuallfa record of what the agency has

paid for identical pr9ducts over-a,period of time. It would include

`the last'price fur which the item w:as purchased.
.

92
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TECHNICAL ASSISTANCE FOR INDIAN FIRMS ANDTR1BES

BIA and IHS provide little techhical assistance to Indian

,firms and-tribes, but the firMs are eligible for Assistance from

SBA and OMBE-funded organizations on the same basis. as other minority

'firms'', BIA assistance is slight because its manual expressly

prohi its the provision .of technical aid to firms and tribes that

are p eparing-proposals 6r negotiating contracts under t e Buy,

Indian Act. The manual states that to' do so "would p ace the/Bureau
,147in the position of negotiating -the contractmith itself.' Even

after la contract is..swarded, neither BIA nor IHS is 'staffed to

proVi the wide range of-accounting, managempftt, and marketing

assis ance essential for stren&thening and developing Indian firms.

OMBE has funded eight nonprofit Indian busines's deyelopment

organizations with a total allocation of.S1,128,000. OMBE officials

'admit, however, that the Major emphasis of these programs is on

assisting with loan applic0i6fis.
_

=

'147. 20 BIA Manual 5.13C.

.17
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THE MINORITY SUBCONTRACTING PROGRAM

The minority subcontracting program is based on a requirement that

certain Federal. contracts- include clauses directing-Federal

contractors to attempt to Utilize minority subcontractors. Its purpose

is.to implement the announced Federal policy of maximizing opportunities
148

- for theparticipation of minority firms. in government procurement.

'When a contract is valued at $5,000 but less than $500,000, the'

prime contractor must use-,,his "heat efforts" to provide subcontracting

opportunities,for minority firms.
149 When the contract is for $500,000

4

or more and offers "substantial subcontracting opportunities, " the prime

contractor must develop an affirmative action plan to ensure fair don-
,

sidetation of minority firms -.as subcontractors.
-150- -

In the affirmative action plans, requi ed in contracts of $500000
4

." or more, prime contractors must: (1) design te a person to administer

the minority business development program; O'- consider theipotential of

knownminority-firms to produce needed goods and services; (3) invite.
bids frgra minority firms; (4) maintain recordy 4#, procedures employed to

involve minority firms; and (5) describe efforps to identify minority

firms and award subcontracts to dr..., Major contractors are.also

required to cooperate With government contracting-officers by submitting

repotts and participating in surveys and studies as requested.

Each Federal agency is required to monitor its contracts to-enaure

compliance -with the-minority sUbcontractinglauses, and-"OMBE

sible for,ovarall program000rd ination; including the developMent of

comprehensive, lists of minority firths... While contracting otfice'rs -in

O

.

"
148.

149.

150.

41 C.F.R. 171.1310-15 32 CcF.R. 1-332.1.

41 C,F.R..1-1.1810-2(a);32 C.F.R. 1- 332.3(a).

41' C.F.R. 1- 1.1310 -1(b); 32 O.F.R. 1-332(b).
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4

the various agendieS are reAmsible for monitoring the minority
' I

' subcontracting cause, the,agencies have ever been'allbdetedithe
.

i l

additional --stn f necessary. to _carry' orb thi4 assignment,

..PROGRAM'-GOAL AND. OBJECTIVES .
o...

-'''

0 ,

Though-the Interagency Committe has not developed comprehensive
,, .. \ /

procedures for minority subcontracting, it views
\
the program as a means ,

_ $

,.

fox increasing the participation of minority firms in large manufactur- 0 '.:'--__
\ 0

ing, xese-erah'and-development, and donstrupEir conEractS..
,

.

,

Ideally, major contraCEO±S would _work with minoritymanufacturera ,/
.

---_,_

,,,and suppliers to o-develop their expertise track records. -Additionally,
, , - .

SBA. and OMBE prograps could provide the opportunity for practical, rele-
.0

,

"vant, and timely assistance to minority firma. ' Butinsteadthe program
-,,

has consisted of little'more than the Federal agencies relying solely on

the; major prime ContragtOrs to meiely provide information on subcontract-
,

.

.
4'

\
0

ing opportunities to minority firms,...
.

. THE:AVAILABILITY OF DATA

Nine of the 10 Federal agencies surveyed by the COiniiiiiTion repotted

. that they had not established systemsto collect releyant and reliable:
, . 0 151 ,

information, on minority subcontracting. ,FG0r example, an. HEW cp4ratt=
. : , 4

,
ing okfivr reported that, efforts to collect, information produced con-

. . ,4
- .

fudion bedause the HEW system led some contracting officers to, include
m0;, 0

N A

151. Oethe 10, agencies surveyed, 9 are snbject to eith r the armed
.

services procurement regulations or. the Federalprocuyement regulations.
The Po4tel Servite 'has its own' procurement regulations, which,do not
include the minority subcontracting pladSe, Sip99,st,h Coffimission's .

,

survey in mid-1973, the Environmental Protection"Agency has 4tarted
dollecting data on Minority subcontracting. It should be noeed that NASA.
i .1,

. --\

and the AtoMIC Energy Cmmission, (the Atomic Energy Commission has become
.:"lAarc of the Energy ResedrA\and Development Administration), two agencies'
not incldded'in the CommissioIN survey, also have procedures for

.

collecting
$ -

.

,,,
data on minority stipcontracting. Finally, the Interagency Committee's ,

Tasfr Force on Procaement is attempting to develop a standard.form to'be
uggd by all Federal agencies in- collection -of minority subcontracting data.'

4 95 , ,
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21P) _,--

-
)

0 irrelevantinfotmation such as contracts awarded to cdmpanies_with
P' e -

,-,minority repreentatives andproject directors:.

Ohly theZepartmerlt of Defense provided data qn subcontracts

awarded -td minority firms byarrajor contraCtors. DOD prime contractors

t .
.' 1

I

.. wee required. to begin submitting quarterly reports on minority subcon--

tracting in January 1973, .so the data provided cover only the third and \

.-

fourthquarterS of FY 1973. 'Table 15 shoWs the relatIOnship-between

reported minority subcontracting and 'both small business and, total

-subcontracIing. ,

4. #

,The identifiable,mi!nority share of DOD subcontracting was 0.9 million
,

or 0.3 percent of $5,7 61.1.1i.onf9'rgthe Second half of FY 1973: Minority -:.-----

\
i

firms :received less than 1 percent of DOD subcontracting with small

\

$

,businesses.

IMPACT-OF THE -PROGRAM
,1

,
. , .

-%

Stat4tics were not available Eo indicate the impact of the progrmn;

I

but, from all indications,\it has failed to substantially-increase either

thenumbers or dojlar amounts of'subcontracts awarded to minority firms -.

The program has not been well publicized ire the minority business

.,,community. Lest than half of the 104 minc,rity. entrepreneurs interviewed,

existence., and onlY'2 of themcon-
k

oritybusinesses. Several business

f the requirements of the minority

iqg efficials interviewed by the

their lack of staff resources 'and

he pvograb,...,effectively.

in fact, even knew of -the program

sidered it helpful in developiLi fns

development offitials were unaware

subcontracting clauses, and cOntrac

Commission invariably complained of
.

enfoftement authority to.implement

ihe'ineffectiveness of the pro

limitations in the regulations that

from contractor's on contracts of $5

-recordkeep ing, and, exclude enforceM

nesses areattribuable to tae fail

merit 'the ,programs. Only 2 df the 1 agencies surveyed'by the'dommitsionl

ram may also be traced'to sever41/1

require affirmative action plans

0,01)0,or'' more, requ&e.qnly minimp4.

nt procedures. Other prograffi,weak-:

re of the agencies fully to imple-

s1

'96



.
.
-
-

T
A
B
L
E
.
1
5
.

-
D
O
D
'
S
 
P
R
I
M
E
 
C
O

-
-
-
-
-

L
P
R
I
M
E
.
C
O
N
T
R
A
C
T
O
R
S
'
 
S
U
B
C
O
N
T

'

p
 
Q
U
A
R
T
E
R
S
 
O
F
 
'
F
Y
 
1
9
7
.
3
1
,

'

t
0

T
o
t
a
l

,

P
e
r
i
o
d
'

S
u
b
c
o
n
t
r
a
c
t
s

"
*
-

C
T
O
R
S
'
S
U
B
,
0
0
N
T
R
A
C
T
I
N

A
L
T
T
N
G
A
N
D
 
S
U
B
C
O
N
T
R
k
e

"
3
r
d
_
 
:
Q
u
a
r
t
e
r

4
t
h
 
Q
u
a
r
t
e
r

-

W
I
T
H
 
M
I
N
.
0
1
,
t
/
T
Y
T
I
R
M
S

C
O
M
P
A
R
E
D
 
W
I
T
H
 
A
L
L
 
D
O
D

N
G
W
I
T
H

SM
A

L
L
B
U
S
I
N
E
S
S
 
O
R
D
 
A
N
D
,
 
4
T
H

S
m
a
l
l
 
T
3
-
u
-
S
\
i
n
e
s
s
-
-
S
h
a
r
e

P
e
r
6
e
n
t
a
g
e

o
f

'

b
u
n
t

a
T
o
t
a
l

M
i
n
o
r
i
t
y
,
B
u
s
i
n
e
s
s
 
S
h
a
r
e

n
t

P
e
r
c
e
n
t
a
g
e
 
.
.

,
*

o
f
 
S
m
a
l
l
.

'
B
u
s
i
n
e
s
s
 
S
h
a
r
e

P
e
r
c
e
n
t
a
g
e
-

o
f
,

/
r
o
t
a
I

3
,
1
0
0
,
0
0
0
,
0
0
0

2
,
6
0
0
;
0
0
0
,
0
0
0
-
-

$
:
5
;
7
1
:
1
1
0
,
0
0
0
,
,
0
)
0

1
,
0
0
 
,
0
0
,
0
0
0
 
t
r

1
,
1
0
0
k
,
0
0
0
,
0
0
0
-

$
_
 
2
,
1
0
0
,
0
0
0
*
0

'

3
2
.
2
7

4
2
.
3
0

1
8
1
5
Y

-

$
8
,
0
0
0
,
0
0
0

1
1
,
0
0
0
4
0
0
0
.

1
9
,
0
0
0
,
0
0
0

0
.
8
0
.

1
.
0
0

0
.
8
8

0
.
2
6

0
.
4
3

0
.
3
3

S
o
u
r
c
e
:

S
t
a
t
i
s
t
i
c
a
l
 
S
e
r
v
i
c
e
s
,

D
e
p
a
r
t
m
e
n
t
 
o
f
 
D
e
f
e
n
s
e
l

44

O

o

.



/

S

81

//
..,.DOD and HEW--have e blstaished review procedures, and only 1--HUD 7-

152

'has developed a comprehensive'and reliable list of minority firms Ogable

of performing as subcontractors.

LiMiting affirmative action requirements to contracts of .$500,000

a

or more exempts most Federal contracts. For example; five fedeli

agencies estimated a total of 667 contracts of $500,000 or mole for FY

1972'but reported over 20,000,Ctntracts ranging from $5,000 $500,000.
153

Thus, for every contract requiring affirmative subcontracting efforts, at

least 30 were exempt.
.

. .

The regulations require v17ry limited recordkeeping by the peime

i
contractors, bu'e-only 2 Of the 10 agencies surveyed (DOD and HEW) have

deyeloped procedures for Maintaining records. The Environmental Vrot,e. .
,

0.011 Agency reported that it is in the process of formulating such pro-'

.

i .4
cedUres.,' c,

.
,,.

,,..

The regulations haVe no pfovisions for compeliling. gontractors to
t

comply with the minority\subcOntracting requirements. The absence of --
,

,enforcement procedures impairs the effectiyeness of the program. Though t

'I,.

two of the contracting officers were of the opinion that they had authority
.;,

to default the contractor co,for noncompliance, neither_ had done so ev n
1 . .

-,..

(

though they admitted, during\the course of their interviews with Commission
/-

; .. ....

staff,_ that several major contractors were not in compliance with/the

k k

minority subcontradting requirements.
d

Procedures fir agency reVieta,of contractors' compliance with the
, ,

requirement are practically nonexistent. -Again, of the 10 agencies
. k- ,.

surveyed, only DOD and HEW have established such procedures. /DOD and HEW'S

. \

a

-
O

152: TheiUD compilation is a listing 'of all Ipority construction firms:

in each of 10 regions. The listing gives the name, race (}hut not sex),

and experience of the principals of construction firms anlithe location.

and license information of the firms. /

P
153. The reporting agencies;werq the-EnvironMental rot ction Agency and

the_Qepartments-of Agriculture; transportation.; Halth, Edu'cation, and

Welfare; and Hqusing and'Urban'Deelopment.

98



small business speeialista-Ylonitor

subcontracting 'clause

contractors: Contracting officials in the other agencies,aid know;,

,

wIlo-i,ias responsible for monitoring compliance
154

but assumed that it
e I

was either the Office of Federal: Contract Compliance in the Department

of Labor or their own civil rigti.offices. Since monitoring responsi-

bilities for minority subcontracting have hot been assigned to the
Office ;of Federal Contract Compliance by statuteeregulations, ;or

Executive Order, neither OFCC nor the agenciesl_contract compliance

82

1

contractors' compliance with he

1by monitoring quarterly reportS submitted y2the

officials are enforcing compliance' with the requirements.

The 'key to the success of the program is the frequency

contractors determine that their government contracts offer

with which

substantial
opportunities for subcontracting, as the regulations direct that

o
the

contractor, not the agency, determines whether there are-or,willibe

sub:contracting oppOrtunitives. Yet, agencies have net established
criteria to guide the contractors in fulfilling their obligationsI ,

the minority 'subcontracting program.

Finally, all existing lists of minority firms are limited geographi

under -

tally or by industrial classifications

business specialists, and contracting-
-

ing-out its responsibility to develop.,

of potential minority contractors;ractors.
155

. Prime contractors, Federal small

officers blame ON BE for not carry-

an adequate and accurate dtrectory'=-

Sfferal_tederal agencies and major prime contractors have developed
and published their own source list: The Department of Housing, and Urban
DevelopMent's directory of alb. minority construction-related firms, which/

154:- The Postal Service'does not have a minority subcontracting program.
155. In response to this criticism; OMBE'Directut Alex Armendaris

'asserted "...OMBE has compiledta number dOupiness directOries and funded
the distribution of.a number of comprehensive directories mentioned inyour report. For example, OMBE'funded a National Directory of Minority
Itanufacturers ead a Directory of Minority Professional and Co suiting
Firms that was distributed to every contracting office throughout the
country...," Letter to John A. Buggs, Staff Director, U.S. Commission osp
Civil Rights, Dec. 16, 1974. t

99
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.

lists over 5,00O such firms, is_the most comprehensive listing that the

Commission encountered. The directory published by McDonnell Douglas

Corporation, for example, is'ione of the most comprehensive, although'it

does not identify the race o1r sex of the owners;
156 a

nd the Minority

e of the Lost/Angeles Federal,` ExecutiveBusiness. Opportunity Committ

Board, in conjunction with t

program to/identify minority

tribute regularly up-dated i

ment procuremegt officials.

i

e Jet Propulsion Laboratory, implemented a
,

. .

firMs, verify their capabilities, and dis-
..

\-.
formation on them to corpofate-and govern-

157
01,115E has developed and distributed'

directories of minority manufacturers,
1onsultants, and media firms.

1

Another tool agency contracting sp CiaLsts-could use to encourage
1 /

prime contractors to subcontract more t, minority firms is contract

negotiations, but they have not'done so,

full use of ple proposal evaluation pro ess for competitively, negotiated,

cost -plus contracts to further the mino ity subcontracting program.' As

1

stated previously, there are three basic Proceduress;for awarding Federal..

contracts:.forma ?advertising with compe itive bidding,-neg6tiation with

compeeing firms, and negotiation with only one firm. In negotiated

Federal agencies have not wade

s

contracts, agencies may permit paymer c4 cost plus a fixed fee, an

incentive fpe, or a fixed price. Generallyv agencies use cost-plus

when they "wish to motivate the contractor to apply 'his efforts towards
4 158

specific elements of contract performance."

156. See McDonnell Douglas. Corpora/ion, Minority Business'En terprise

Directory (July 1, 1973). The.direCtory lists minority firms (notiby

race or"sex) %y the goods or services they provide.. ,Thd firms Ore also

.cross-classified by States and eitles. 5,

(

157. This effort has produced a large document, the Minority Business

Capabilities Survey, which cross-references fins and products and 1

announces the availability of microfilmed data On the firms.'
1

158. Report on Government Procurement, vol. 1, p. 21:



1.

,,

agencids could also motivate a contractor to seek out,-

jpinO(ri0 subcontractors.
ntractors.But these agecies have neither required thel.r

contracting officers to consider thelcontractor's history of minority
,

,,

.

subcontracting in evaluating contrac bids or proposals nOr'consider d a/ ) ,

good/minority subcontracting plft.n-as 1 factof in the determination of,
.

,

, . ,

the contractor's fee or profit.

/ In'the final analysis, however,.t e primary deficiency of the

i
minority subcontracting programO.s4hat,it has not been fully implemented

/,*by the agency contracting officers andimajor government contractors. A11
,i

too often, the affirmative subconeradti g efforts of major co oxatioris.
- -

.

i

consist of little more dian publishing.qta,tements that they offer sub-, ..,

contracting opportunities to minority fl.irm.

4
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1
INTRODUCTION

.atate apd locS1 gbvernments purchased

services from the private sector.in_1972, ff .$5 billion mn etthan was

$62.5 billion in goods and
1 9

Spent by the Federal Government. These State and local purchases

amounted to 5.5 percent of the gross narnal producp in 197
4, ) Minorind female-owned firms, hpwever, received ,less than.seyen-

,

tenths of 1 percent of all contracting dollars spent bSr those State and
local governments that provided data to the Comtission during a survey
taken in 1973.

160.
.

. ,,
. 1

The same problemS encountered by minorities and women seeking
Federal contracts occur at the State and local levels. Unlike Federal

procu ement, however, State and local purchases for supplies arein

relati ely small quantities and may be from wholesalers,or retailers.-

State and local governments spend far More, proportionately, than,
the,Federal Government for construction; .in 1973, 38.9 percent of their

contracting dollars as compared to 8.7 percent by the Federal Governmpnt.
161The reyese situaEllon obtains_ in materials sand supplies. The Federal

Government spent 53.3 percent bf its contracting dollap 'for materials
. -t-

.159. U.S., Department of Commerce, Survey of Current Business, vol. 53,
no. 5. (May 1973)., a-1, 53.

160. The Commission on Civil Rights Questionnaire to Sta4 and'Local
Governments Regarding their General- and Minority l'ocurement Programs,(0MB
No. 115-5730,01)- _The original questpnnaire was sdnt to 50 States, 51
cities, and' 36 counties. The cities selected were those whose Standard ,

Metropolitan Statistical Area included at least.500 minority-owned firms
fn 1969, excluding establishments in retail trade, finance, insurance, 'and
real estate. In addition, other cities were selAxed on the basis ef having
a minority population'of 50,000 or mare. The county governments were thoSe
in-which the selected cities are located. A folio;WUp questionnaire was sent
to the States of Missouri, Minnesota, Ohio, Texas, and Washington. Of the .
1.37'jurisdictiosts surveyed, 76 responded. No data were/availablei6 deter-

. mine those cities or areas with-a concentration of kemalerowned business..
Fora more comprehensive analysis of the survey, see appendix A.

16L. U.S., Department of Commerce, SuryeyOf Current Business, vol. 54:
no. 7 (July 1974), p. 32.

86
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-and supplies compared faith .0 percent spent by State and local. govern-

/

ments. As for services, t e respective_percsentages are much clbser, .,

38,0 percent by the Federal Government and 34.1 percent by State,'and

local, governments.
16,2

,- ,

. -

Thus,,since a large propar,tion o7 minority firms are retail and

small construction companies, and since female-owned are concen-;.- a

/

grated in,retaia industries, both the volume and nature of State and local'
'.. r / .

contracting is sufficient to provid extensive'contracting opportunities

to fir66 owned by\minorities and women.
/

. ,

/Furthermore,:a4iargejortion ofSeate did leocal;cottracting dollars
v .

provided by Fedetal grants. Since grAnt-in-aid.money IS often OM-.

/ -

mingled with State and local revenue, 4 is difficult to-determine when

Federal money is being used' for-State and 'local contracts. The Federal

,, N.Government has attempted through these grants to stimulate the etabl4h-,

/ /

ment of minority contracting programs by State and local governments by
N\ z'

the
! .e ,,

'However, the Fede'ral Government has made nosuch effor to esablish,
requiring them to as coadLtions n grants,.

/-

4'

\
t . ! -

contractitg pcggra.msto assist firMs owned by wOmen.' \ .

,
. .

Federal-efforts,'-however,,chave not rgsulteCin a significant '

, ,
, -

increase in the numbee of State and local contracting programS'and awards
.

F for minorities or women. idictins surveyed, onlyOf the'juis o d l 10-have
., ..

,,,,;..

r
attempted to comply, with. Federal -requi.rements by initiating programs to

,

\ increase their contracting 4ith firms owned by minoritiesdbut without
' I \

specific Tederal encouragement these jtrisdictions have'not,sodght to

\ , ,
/ , r63 4 .

increase theijr contracting with firms owned by .white.woMen.' Also;,

162. Ibid. .>',
,

4 .
,.- ,

165, Thel0 jurisdictions with special contracting programs for minorities
f

/are.: California; Illinois; Massachusetts;, Denver, COio.; Los' Angeles,'

!Calif.; Long Beach, Calif.; Philadelphi Pa..; St. Paul; Mtinn.; San Diego,

Calif.; and Los Angeles County, Calif. ,

)
. o

I, 104
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I

ofthe%goverpments surveyed,

to minority°firms and ,only 3 are .able to

to firms owned by women',
164

f

'

only 11 are able.t6.identify contracts awarded
s.

identify any contract awards

.A review of the design',,,

_hoWever, can lid guidance to

beginning to formulate business

.

scope, and limitations of existing programs,

State and locp governments that are just

development programs for minoritieS and

164.
.

The 11 jurisdiCions that collected some data ,on contracts awarded
... to firms ownedby minorities or women are: California; Illinois;

)

Minnesotaf Missodri;i0hio;,Washington; Denver, Colo.; Los Angeles, Calif.;'
Long Beach, Calif.;Phildelphia, Pa.; and Los Angeles County, Calif.

.

, . ut 4
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Chapter L
-

STATE'AND'LOCAL CONTRACTING4ITH,FEVERALGR64T FUNDS

Although Feder

the number of'graryE

.

1 grants have.alDng history, the major growth in

prdgrams and amounts of money provided has occurred
.

-,only since FT 195b. Federal aid to State and local golternment's increased

froM $2. rt-*n FY 1950 to $45 billion in FY 1974.
16:5

' Fede grants-la-aid may be in the form 'of generAl,revenua sharing,

VA-1th- as few restrictions on itstua. A more common ford, hOever, is

the tategorical grant, used for ipecCIfic purposes, including education,

.

-highway-tonstruction, law enforchment, and environmental,improvements.
i, ,

Because Federal grant funds are ommingled with State andlocalappro- '

. I ':

priations, Federal regulations governing the use of the funds affect
11_ .

--- ...,

nearly., all State and- local,contracting.
.

Federal authority to
prohibitAiscAmination-against minorities by

R

State and localrgrantees in tbe,operation of their programs is based on
..

Title VI of
.

the Civil Rights Act of 1964, which ,prohibits discrimination

*-

in any activiity or program receiving Federal financial assistance.
L66

Each Federal agency must enforce Title VI requirements and may impose

penalties for noncompliance, such as termination or

ante. Title VI, however,'does not require grantees

refusal of assist-

to etabli4h programs

to utilize minority businesses. Nor does Tiele,VI prohibit discrimilhatpn

on the basis of sex.
'

STATE AND LOCAL AFFIRMATIVE ACTION'REQUUEMENTS- 1 '

.-
ExecuEive Order 11246, as amended-by-Executive

Circular k;402 are two measures that have been used

CO xequire, State and local governmentp to,undertake

0 1

Iprder,11375, And OMB

by Federal agencies

aOirmative action

programs to prdVide contracting opportunities. to Minorities.

0

165. U,$.; Executive Office of the President, Office of Management and,

Budget, Special Analyses, Budget of the Uhited States GoVernment (FY

1974)$ T. 212.

166. Civil Rights Act of 1964, Public Law No. 88-352 as amended, 42

.U.S.C. 2004. Employment discrimination and contractsof

specificaly excluded from TitleVI coverage.

f

89

guaranty are
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r

90

ExeCtve Order/11246-
1

1/
.2, g

.
Executive Ord;r 11246, as amen ded, prohibits discriminatory hiring=,

practides in federally-assisted 14ojects. 167
Contraceors bidding on

. ,.... ,

..
/.. fedprally-assiste6 *construction:projects ar

i

required to Submit affirtd-..

- L/ ative action plans detailing efforts they will uriffertatce to increase
. r 0.ej

4;

4

.minority and female employment. The purpose of the affirmative pion
,..,... ,

.
. plans 'is to establish minor y, and female=hiring goat's for contractors.

x . 1 c.
Insteacl. ofeach contr Otor's developinl.'an individual affirm4ive

'action plan; contractors m y adopt affirmatIve actioft plans thft' have
.,

b6en approiled by the Secre ary of Labor for the area in which the work',
is to be perfor411. These area plans are referred to as either A6letowft 4,

.

or mandatory plans. Hornet° n plans are vOlujtarily adopted by local.

contractor associations. These voluntary plans are developed jointly'
,.. by local government officials, union officials, and contractors:' associ-,

ations and are approved by theSAcretary ofLabor. Mandatory plans are.
t..

, ,imposed by the Secretary of Labor-when a jurisdiction with a:large con-.
centration of minorities and/or women dogs. not submit an acceptable plan

- 168for hiring minorities and women.168

. As of duly /974, there were.621hometown
plans and 7 mandatory plans.

Sime-prime contractors may count'the employees of their subcOntractors
.toward the minority and female.hiring goals in their areas, the_

yst.
,

Seciatary of Labor has enc uraged

stimulate minority subcontracting.
I,

inOludingprovisions in-tha-131ans that
169
9 Two of the' mandatOyy plans and 27

167. Executive_ Order 11246 (Sept: 24, 1965), amerided -by Executive Orde'r".----, 11375 (Oct 13,,1967), 3 173. .

168. :Although Executive Order 11246-does not specifically direct theSecretary of Laborsto impose area goals,. the Court has upheld the.Secretary's authority' to do So. See Contractor Assn. of EasternPennsylvania v.'Shultz, 442 F. 2d 159 (3rd plr).1 Cert. denied, 404 AL S.854 (197,1), aff3 311 F. Supp 1002 (E.D. 1970)..
le

169. Dr. George Travers, AsSociate Director for Program Policy and =,Planning, Offlae of Federal Contract Compliance, interview', Washington,
- D: C., Aug. 16, 1973.
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.. 6 .

A', 7

'of the hometown plans oontain minority, subcon
..,

tracting.clanses
170.

.

e*".4-..up

,g
.z., includes 9quirementis for prov ping contracting opportunities for

women.
171/ f .

/- , - . ., . ,I, .

The Vnfor cement of th c6in° y affirmative action su ontractiog-
'''74 /

but v, .

programs is viituallY rrnexi tent. Istate,ana local contracting 0

-
..

..

officers uniformly conceded to doNmission staff that nothing. is being
- ' . .. .

sdone to monitor or enorce.their aairmatiq, subcontracting requirements

caving to a ,lack of

compliance

staff resources. And Federal agenc,iei conducting

reviews pf prime

generally go not,monitor the

/
because, as an 6

7
CC official

liontractoYs on federally-assisted projects
.4

'C'

subcontracting practices ofpriMe4contractors

stated, "there is no.auehority for inves-.'

eigating Subcontracting procedure Linda the regulations and, moving to
-

-o. '

enforcement for failure to subcontract to.minbrity firms."
172

%
. .

The. Office of Management arid' Budget Circular A-102
!

.

ir:c'
r

The Office of Management and Budget authorizes FgUerai agencies,

require grantees to undertalc'eraffirmaive action to ensure greaeer
i,.

utilizaEkOn of minorfty business es but makes no mention of the neecrto,

to

ensure the utilitzation of female-owned businesses. OMDS-irculal".A-102
,

170, Hometown plans were provided to the Con
Contract Compliance, Department of Lo

see 41 C.1.11. sec. 60-5(e) 16 and sec. 60-6.2

of the Secretary of Labor to encourage minori
ments Is inhertnt in his authority to carry o
Executive. Order 11246. See CoTtractar Assn.
I. Sflultz,442 F.'2d f59A3rd Cir.),

*

(C.D. 19

ission by the Office of
or: For mandatory Mans
te 16. The authority

y subcontracting requIre-
t the provisions of
f Eastern Pennsylvania
0), *.

171. The' Norderh Illinois C onstructi6n iddu try Affirmative Aotion
Prgliam,.as .mended Mat 1,2, 1971,provide-s an example of a typical home-
wan plan-minority subcontracting pr-vision: The objectives of which`

__this Agreement is entered into by the parties is to joint19 institute,
.establish, and matntain an, affirmative action program which. wild recruit,

. employ, provide employment opportunities, tram employees ... in the

'.
following manner by developing programs:... 7. To encaurpge and assist

hidority group c-Intractors or subcontractors* bn bidding on cansEructiun
/

projects." . i . *.4.

172. Dr. George Travers, Office of Federal Contract Compliance, DOL,
intervi64, Washington, D.C:, Aug. 16, 1973. Dr. Travers clarified his
comments in a letter to ,John A Buggs, Staff 'director, U.S.'Commission
on Civil Rights, Dec. 5, 1974. a

4
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. . .
-

estahliShed uniform requirements fdr Federal agencies in theadMinis-*
.-rtratiofot grants to State and local governments.173 The dtrective. ..... 1 - -

sttesj in pit:
1 ,4 i

* '! '"i w ,* .
% The itantea sbollestabrith.procurement proceduresrwhich

, provide fpr, as a'minimury, the following procedural re-
qUirrents: PositiVe efforts shall be made by the grantees,
fo.yqilize small business and minority -owned businesses as
sourCei-Of supplies and services. Such efforts should allow

'these sources the- maximum feasible opportunity to compete for
1 contracts~ to be performed utilizing Federal grant funds. '174

f.

I

a

ith the exception of the*Environmental Protection Agency, which requires

its grantgos to submit reports on steps beipg taken /t\ot increase minority.
4 contracting opportunities, .Federal agencies have not aken steps to. 17

determine, whether State and local grantees provide contracting oppor-

tunities to minorities: In fact, implementation of the
l'

circular's...

. .., .

minority contracting clause has been limited simply to paraphrasing itsA t

language in agency grant agreemelits; Sate and local grantqee.are not .

-even required to keep records, or data pertaining to their efforts for
.-.---r-

- .utilize minority businesses,
. -*

. Federal agenc}keffIrts-to enforce the A-102 clause are slight.
-

-beeq4SOconttacp.ng offi ials believe that OMBE isl.responsible for
.

. .

propting thedevelopment of minority businesses,175 .Deparalent of

Transportation Officials expressed the view, commor.ly held by, other

agency'officials, mat OMBE.is the waEChdoi that develops and coin-.

Ptinates*..Minority business 'programs. On! the other hand, an OHEE

173._ Office of ManbgeMehtand Budget Circular A-102; attachment 0, see.
C(3) (October 1971). The circular dteb not specifically refer to firths
maned by women.

174. Ibid.

t4'175. Interviews were Oonducked.with officials-from the Department of
Tracisportati;:n;,Commerce; Agricolture;-Labor; Healtii, Education, and I
04eMre; and Housing and Urban DOelopment;the Office of Fequal

A Contract cOmpliance;And the Envisonmental Protection Ageney:7These
agencies administer most of the Federal grant-in-aid programs. Inter-

*viewsiaere.also held with officials of the Office of Ninority Business
Enterprise and the.Office of Management-and Budget.

1 -A-
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official stated,t1 his agency had,not attempted to Coordinate and- 1

v., 4

oversee the impfeMe(ntat,ion of the OMB minority contracting_mvision

by Federal agencies.r:YHe feels that OMBE''s funding of State-0 t"
, ,

programs fulfills its responiibility to promote State-and 'loaf

. contracting with- minorities.-
, ,

Despite assertions by most agency officials that rAsponsiiiility,

for monitoring compliance with A-102minority subcontraCting provisions
, (

.

belongs to OMBE or els ewhere, the Environmental Protection gency h

\
I

established a noteworthy-progrvam for monitoring complianc- and colle

.

v

data. To assure Compliance 14,71 h the A-02 subcontracti requir

EPA's regional compliance officers inspect and reviewgrantees' egorts

to utilize'minority firms.. These.reviews/Are based on information from
*

tlng

nts;

the grantee indicating the number and d

minorities, nature of the work, cost of

project. "176
10

As a result of these .efforts, rerrtentracts%Warded tb-
yi

:ilar value of contracts with

the contracts, and name of the
0 "44

minorities byEPA,gianteds.increase& 1'$2 mi1-11

$6 million' in FY 1974:

SPECIAL CONTRACTING PROGRAMS ESTABLISHED BY5STATE AND

FY 1972 to

GOVERNMENTS
,f,.

,Responses'to the Commissibnts.survey requesting data f
vom

State 4
, . I t-'

'very
4,-.

and,local,governments on Special .contracting programs i , atatfiat''very
.

.
..,

ta -0 -
L -,_

\ \ feW-,State and local grantees-havejestablishe& programs t aid minority
041

vl" ,......

\or female owned firms. Only 9 of the 76 jurisdictions responding to
\ \ '

he Commission''s questionnaire, or l3.1 psercent,:ibdicated that they had

\\
,

.
,., I

developed' special contracting TrogilaMs. Seven of these jurisdictions and
',f .

.

.
p-.

,four gbvernments without special programs indicated that they maintain,
x .

i- . ,

reCerds#on minority and/or female contracting. (See table 16.)

, .... - .

, .,-
,.,

176. WilSon,llead of Minority Business Enterprise Section,

Contracts Polici,Review Branch, Contracts Management Division,

Enviroe mental Protection Agency, interview,. Sept. 1,4, 1973.

177.- Environmental Protection Agency Minority Business Program Report

(FY 1979. .
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TABLE 16. STATE AND LOCAL JURISDICTIONS WITH SPECIAL CONTACTING

PROGRAMS FOR MINORITY OR FEMALE-OWNED URNS, AND /OR DATA COLLECTION
SYSTEMS TO DETERMINE THE NUMBER OF CONTRACT AWARDS TO MINORITIES OR
WOMEN ,

Jurisdictions Special Contracting Special Record
and Recordkeeping Contracting Keeping

Only Only

'California -*.

Illinois *.,

'Massachusetts
Minnesota

Missouri.-
hio

ashingtog
D gver,.

Lo Angeles,
' Ca if. .....

Lan peach,

...... -.*

Phil elphia,
'Pa. ... . ......., ....

,St. Pa
Minn.
San Die

Calif.
Los Ange es
County,

Calif.

*

Source: Responses to the Commission's Questionnaita. to State and Local
Government egarding'their General and Minority,Procurement Programg.,
(DME'No 73001). The questionnaire also requested.information on,progr- or women.

r,
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CONTRACT AWARDS_TO MINORITIES AND WOMEN'

Only 3 of the 11

Commission awarded mo

contracts to minority

prisdictions that provided contracti datdto the

re than 1 percedt of the 'dollar amount of their t

or iemaierowned firms in FY 1972.
178

\

The remaining A

eight :awarded well under 1 percent, and the average of all jurisdictions

igas six-tenths of 1

iercent for women.

contracts awarded to

The States that

/f

percent for minorities and four-one hundredths of 1

Only three of the areas were,able to identify
.

female -owned firms.-
179

identified,minoity and female contractors did not

distinguish among racial or ethnic groups or cross

Moreover, data maintaird by theAurisdictions are
\

exaMple, ip.some-jurisitions, datawere Provided

-classify da a by sex.

inconsistent.- For

for :highway comStruc-

for all public workstion only, while data frOm, other jurisdictions were
1 .

contracts. Neverthe,less,,:the data ayallable are the only indicator of
1

the extent to which State and local governments awarded contracts to

' -

minority and female-owned firths a
dn'iFY

,

'1972.,
180

'

The results of the Commission suiliey are summarized follows:
\

* Illinois reported total 'contract\awards,-of $735,mi lion

fOr FY 1973: A.;,total of $8.2 mililOhwas awarded

iflentifiedminority Arms, representing aPproximat
181

ly

%1 percent of the State's total contract awards.

; \

ft, \
,

178. The three jurisdictions are Illinois,, the City of Long Beach, and

Los Angeles County, Calif. \

179; The three jurisdictions are the States of Ohio and Washington, ank

the City of Long Beach, Calif.
.

180. Data were only given for minorities as a groupand females'as a

group, with no break-out for race or ethnicity. Thus,\it is impossible -

to. determine whether some of the awards to Minorities were made to

minority women or how many-minority women are included theiotaiwards

to women. In fact, there may be some double counting.

181. Approximately $8 million of the awards to minority firms were for

constructionr.according to the Illinois Department of TransP7tation.

vii
w

7
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-* Ohio awarded almost $74'million.in contracts in FY '1972.
,

One contract valuediat $391,600 was awardried to.,a female-

owned firm.and $45,801 iW26 contracts went to minority

V

firms. /Thus, about one-tenth of 1 percept of State pur-
,

,

chasing/money went to 27 minority and, female -owned fifms.

ft

In Min esota, two ptime contracts for se ices totaling
-

$74,000 were awarded to minority firms i FY 1972 out of

a-State highway budget of 4129 million. ,

The State of Washington awarded approXimately 4-tenth;

of 1 percent of its $175 million procurement liudget to

women and Minorities in FY 1972. Three contradts totaling
IA 1

$463i000 were awarded to minofity firuancl-one-sulicontract

of an unknown am:ount to a female-owned fi ,. .

\
.

Missouri began reeordkeeping, 01 contracts awarded to

minorities and women in FY 1973,-and in the first 6 months
;

\,\
seven contracts were awarded to minority firms. Theme.

.4101.1at value:amounted to about $21,000 or less than l'pepoent

of the State's proourement budget for the year.
182'

* Philadelphia, Pennsylvania, awarded $500,Oi00 or 0.6 percent

of/ea total of $85 million for public W',Ork6 contracts to

minority .firms in FY 1972.

* Denver's Department of Public Works awarded approximately-,

$2.5 milLonin-,gontfacts trutnone went to

, minorities,es
,
or women

.
y,

. .

182. Figures were not provided for the State'stotaltProcurement in
FY 1973. However,- a procurement officer estimated that $21,000 was
leas than 1 percent of the budget.

r
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California, which has an annual procurement budget of

approximately $500 million, awarded only $10,000 In,

contracts to identified minority firms in FY'1972, and

$60',000 ins. FY 1973,

TheCity of LongsBeach awarded nearly $13.5 Miltion in

procurement con .acts in FY 1972, with $175,000 awarded

to minority-owned'firms and $35,000Wto^firms dwnp .by

women. The total minority and female-owned firm dollar

volume,was about 1.5 percent of the procuTement *et,

'-the-highest-TerCentage_the_Com4sslon found. i \t/

f N

* The:City of LosAngeleS identified approximately \

$280,000 in construction contracts as ajrds to/minori-
/-

ties ii TY 1972, representing about 1,1 percent'of the
, 7

COIsttuction budget and less than one-half of I.percent
[

.
-,

;
; 1

Of-the total procureMent budget.
;

* Los Angeles.Countj awarded apprOximately $140;1 million

in GontractS dn FY 1972,1 Purchase orders to IcnOwn

minority #rms totaled $1,422,892, giving them about

1 'percftlt of the total amount. ,

--Afew,jurisdictiohS ilate had limited spOess inincreasing the

i. , ..; .

number of construction awards to minor4ties; bu.t:,;onNthe whole, State

;;;and local, governments have not significantly increased the awards of
,..,

contracts for serutees, materials, and supplies to either minority O'r

female- owned - firms.

114
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Chapter 2

STATE AND LOCAL *GRAMS

e and local contracting programs rangefrom those directed
01,

toward minority and female-owned businesses to these geared

towarci,all s all businesses. They are usually less formal. and more

loosely structured than the Federal programs discussed id Part of

this report. Their general objective is to increase the pumbei- and

dollar athount of contracts awarded to already competitive minority and
,

female -owed firms, in contrast to the Federal, programs, which ,focus 1

--:

on 'taking fledgling firms to a, where they can compete in the
.

mairisCream.\ The limited scopelof the _State and- local-programs avoids

the,lend-

,

'some of the

ency of new

ajor-iirOblems of the Federal programs', such as

rms,to overextend and become indebted.

The effe tiveness of State and locaf,,,programs detlends'on the

willingness of contracting officials to'identify and utilize minority

and female -owned businesses as suppliers of go6ds and services, The

,pgograms
.
idTntified b4r Ehe Commission fall into two categories: pro-

/grams based on administrative authority and programs basea(on statutory
.

authority.
%

PROGRAMS BASED ON ADMINISTRATIVE AUTILORtft

'A variety of programs based on Administrative,ailthoriti concentrate

on informing minorities and women of contracting opportunities or pror

viding them relief from bonding reluirements. The most effective are
,.

the affirmative action subcontracting programs, for federally - assisted.

construction projects. 183-
Each of the i0 dr4dictions that reported'

speaA1--contracting programs has affirmative action programs.

Although cutive Order 11246,,as amended by Executive Order

11375,'prohibibs racia aS well as sex discrimination in

hiring, none of the 10 jurisdictions with affirmat,ive action sdbcon-
,

tracting programs has affirmative action requirementS g women.

183. S'ee discussign of the requirements of Executive Order 11246,
a,s amended, on pp', 90 -91.

115
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;qfirmative action subcpntradting programa generally.do not provide
--_, . ---

o
i )---

1
v.

for negotwation_of subcontracts. with minority fitms but encourage the
,

flow of information .on subcointracting opportunities to these firms.
\ .

.

Most-juriaictions merely insert clauses in contracts` requiring the prime
,

.,
\

contractors ;to "...seek outs and use minority manpower, laic) (and)- solicit
,,,

bids for subdbpttacts from available minority' subcontractors engaged in

,

pertinent
1:84 '

trades." The La Angeles hometown plan, however directs
). ^

contractors to advertise in itations for subcontracting bids in the--
% .

minority news media, contact minority contractor organizat
\
ons for re-

ferral of potential subcont actors, and contact Sources li ely to'ykeld=

3
.

minority contractots.
'185

---
,

:.

Some administrative prorrams emphasize encouraging Minorities and

women to bid on-contracts toisupply gOods and services to Slate and local

governMepta. The program stff c seminars on selling to govern-.
, 1

,- Ments, deVelop minority and Aemale ,bidders' lists, counsel minority and
N

1

female entrepreneurs,,ari participate in minority-seonsored work,
N,,,r 4

shops.

An administrative directive authorizing efforts to assist minority

.and female-owned. businesses in L6ng Beach, California, is an example of
.

r 1W. ; \-
_ _ ,

an administrative type of program. vGbvernment officials there
3

implemented an-educational forum.f0:mirihrity and female entrepreneurs in

ad4ition to focasang attention on Federal and/local mandates directing.

that minority and female subcontractors be encouraged to submit bids.

184. Sample bid coldiftons.for Long,Beach,yCalif.

185. Los Angeles City Affirmative Action quirementa\for Construction'

Contracts (July 1972) ..,

186. City iofLong Beach, Calif., Purchasing Division's Affirmative Adtion

PidgtaM, Jan. T, ,1973%

/au
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.A similar program in LosAngeles County is' more comprehensive. It
includes,,,a minority vendors' Program, which was established by the
county purchasing division, ptimafily for the purchasi of supplies. This
program, however, is directed only toward minorities. A directive;
issued in March 1972, requires all buyers to develop 1' ts of minority:
firms from their own sources and'miriority business association's thatI

4

1,87, include:UkAapdbilitieg'and interests of the firms.

Alceylemdnt of the Los1-Angeles County program is- a requirement
that all info mal offers be directed to at least two minority vendors,
"in dddition o the regular V,endors normally` solIted 11188

Minority

. -

. firms cannot be removed, from the bidders' athdUt .the app-tpval
't"-of the chief purchasing agent4, and buyers are enceuriged to spend time

/3.

a

S

W'fami li arrzlogminority firms, with county purchasin efttices. More-
.

,

'over
f,

each buyer musrfile a minority:vendor activitYrecord-on each

._____

t
.. . , n

' "-- -

9 't i . ,purchase showing the number fbi0--!notices', replieS; all 4dwards. These ,_
i . t------__ .,reports are reviewed by a, highadevel f 8rocurement official.-,

----
Informational programs in some other jurisdibtions delegate to

., .-other organiiations the4dsponsibiiity of informing minority oremal - -

()toned bUsinisses of contracting opportunities. For example the com-

,,.-

!
--s.duntty rela ions commission in Denver has assumedrthis responsibility,

''.

;

'while the State of Califonia relies bp-its fed4a ly-assisted office
v

f
Xof minority business enterprise-.

,
,-,-

0.,

The Commission also identified a special bondinprograM in
9 , y

Philadelphia that was es'tabl'ished on. the basis of adm4nistrative
9 ,

Authority. On the initiative of the commissioner of,procurement, the

187. Uos Ahgeles County Purchasin pivitsion
Directive, "Minority,.

Vendor Program," .Na'. 27, 1972.

,188. Ibid. Informal bids are solicited on all contracts,.

Aim
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city contracted with an insurance company in 11972 to provide bonds for

all suppliers whose contracts range from $2,006 to s2o,00o.
190

Phila-

delphia, like many other jurisdictions, requires performance bonding

on contracts exceeding $2,000,
191

which small-suppliers found difficU1C

to obtain. Since most city contracts-exceed $2,000, small suppliers /

were unable to bid on city, work, The procurement commissioner envisions

that this program will increase minority contracting with the city.

Although the jurisdictions with special contracting programs have

administrative policies supporting them, most of their statutes or

chartefs only permit contracting as usual, which nersents a major
,t

obstacle to establishing programs for negotiating contracts without

competitive bidding. Administrativelprograms, therefore, are limited,

to providing information, developing bidding lists, and

minorities and women to submit bids.

encouraging

/ , -_, -
F ,

_.
Another obstacle to effectivt implementation of contracting

Trogramabased on administrative authority is the unwillingness of many

contracting officers to abandon long - established contracting practices

that'are not directed toward minorities or womt. The minority con-
/

.tracqing policy in California, for eXample'States that its Oblective4

is to assist minority business "... to compete fbr,the material, sup-

plies, and equipment our office purchase's' for State agen4ep,"
192

Zile

Vol:icy statement, however,.also indicated that the -State purchasing

officeNdoes not have the legal authority to give preferences to any

contracto

Efforts ,Eo increase the number of minority and female firms on

bidders' lista havt also been thwarted by contracting practices: For
. A

NN

190. Otto A. Winter, Phi adelphia Commissioner of Procurement,: letter

---,,, to John A. Buggs, Staff' Dir otor, U.S.. Commisgioh.on Civil Righl,
Mar. 20, 1973.

191. Philadelphia Home RuleCharte Section 8-200 (c).

192, Robert L. Vance, Assistant Purchas g Manager, California Office
of Procurement, memorandum to Lance Rideout, Chief, Legal Section,
California Human Resources-Development, Jan. , 1973.

1
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/ example,-California purchasing Offices still .require minority fir

to comply with stringent prequalificatioustandards: 193 When purchasing

officers have tried to modify these standards they have met with
.

11opposition from the State's legal counsel.
94

li

. ..t.
,

. Contracting agents pointed out that, without legislative authority

or strong executive support; they are not justified in diverting staff,

res
s.

ources to special efforts "-to ad minorities or women,-and in most
,,

juridid,tions neither the legislative authority nor the executive
J support,

'STATUTORY CONTRACT SET-ASIDE PROGRAMS

Set-aside contracts are thope which are withheld from the com-

petitive bidding pthcess and directly negotiated with Aniindividuq.

firm or put up for bids from limited classes of firms, such as. minority,

and female-owned husintsges. .Statutes,and ordinances _provide the .,

authority for set -aside contract programs, but the dommissi-on was able

to ideritify only one such program,4which is operated by the State Of

Illinois.

The Illinois Small Business Purchasing Act authorizes a formal

,set-aside Program in Which contracts are,withdrawn ftom general com-,

...petitive bidding and reserved for the exclusivebidding.of small
F '

, A

193. Prequalification refers/to: e process, ,of evaluating whether firms
.

are capable 6:f .performing ...on government contracts. Gerierally, these
governments set minimum requirements, for working capital, equipment,,f.

eTatiInce, and .past PerformanCe which' irms must meet in order tocbe
eligiblo:hid'on contracts. California Department of l'ublicWorks'
ratings ar--based on 10 times working' capital or, times net worth-,
-whichever is smaller. 0

r.

------- -=---
I94:-Ralph E:' Livingston, Jf:--;1Aiice,df,LegsT-Co4risel, memorandum to
Robert J. Datel, California State,"HighWay Division, April 26, 1972.

, \ , -
,, .. .,.

'195. 'Contracting officials fdt Los Angeles stated that, - since compet-'
' itive bidding is not required for contracts of less than $20,000, set-,

aside programs could be'established.if,the purchaging office, were
dbdirected by the mayor to do sO. ,

119
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103

196
businesses; The purpose of the,act, which is applicable to:all

,
;§t4te agencies except the university system, is to increase contract

awards to small
197

businesses. Although the law, applies to all small

businesses, in ,practi N..t also focuSes on minority and female-owned

firms.
fi

. \

The.act defines a small business,.as lwhoiesale firm.whose annual

sales do not exceed $5 million, a retail firm Whose annual sales are

6

S.,

not.over-Wmillion, or a manufacturer employing,,less than 250 persons.
198

The act was implemented by the Illinois Department of Genetalices,

Which compiled a bidders -' list'of about 2,090 firms, including 188

minority and '5 femali=6N-4ned firms. Firms considered by the State OMBg

and other business advisory groups to have the potential fOr contracting

with the State .are continually added Co the list,

,--- The Illinois Department of General Services is responsible for

.

designating categories ng items that are to be set-aside'for Small

-..

.
. .

bdsinesse&.
199

. A smallbusiness coordinator sets aside contracts for

,,. goods' and services that can be proitidedeby small firms. If fewer than

4
.

thiee small business firms respond to an invitation to bid or if accep-

.

.lance of the., lowest bid would dean paying an unreasonable price, the

`department will :. reject all. ids and,openLthe bidd4fng to all firms.

*..-"i

The Commission also identified one program in Denver, Colorado,

A 1
V

,

that has informal bidding procedures established by legislative
-,

. ..

196. Illinois Small Bus-inessaPnrchasing Apt, Illinois Revised Statutes, e

* Ch: 422, sec. 132.21. 16
.

I. 197. Ibid., sec. 132.22. ,

. .

S

.
t.

498, ',Ibid sec. 132.23..
'

W=:.; 1. .

. . ..

.199: One hundred and} ten purchase items have been designated for set=

asidelontracting, ranging from Ibrie,paSeS to moving equipment and

..sand 4r gravel.

.

1 0
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tk 200The Denver small Pur,chaSe ordinance, which amended the Denver Clity

-- ,Charter in 1,970, authorizes informal' biddlag-on-any contract for suPP-. 4---7-7--------___. . .-
lies 4.nd services ro-taling2less than $5,,000 and removes requirements

for 'performance bonding' a prequqlificatThn-for_firmS filling these \,
.

4, °contracts. Also, contracts.for less than $2,500,yere sent to the
4 1-

community relations.commission4otr the solicitation of "minority bidder
. --

through an agreement between thepmmission and, the procurement office.\
.s. .1

liali-Ie the-illinois and Denver programs have potential, neither has'

been particularly successful in increasing contract awards to minorities

and wohea. Insofar as the Illinoisact does not specifically provide

the authority to establish ptograms to aid minority and female -owned
... .

firms, theSe firms Must compete with small,-,but-weil-established, white ,

male firms. §i7-,...e a large number a contracts is awarded to small, white
4

male firms that can frequently afford to underbid a new minority or
.

female-owned firm, ether minority nor female-owned firms have fared"-,
/

4particularly well In,the_program.

The DeriVer prdgram is' limited because'it was established solely

for minorities and restricted to small purchases. Only contracts Of,

$2:500c'6 leSe were referred to the community relaticm, commission for- -et 4f,,

soaciting_ of bids fro.Min6rity firms. This practice has been dis-i

continuedbecause minority firms were not enthusiastic about bidding

on numerous amen, contracts when the.cost of bidding and performingwz.

,r could have diminighed,their prospects for net/profits.

,
200. DemveY City Charter, sec. 1613 .as amended bx-Ordinance 319,

eo-
E

adopted pub, 23, 1970.
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Chapter 3

.

LIMITATIONS COMMON TO EXISTING ST 1FE AND LO1CAL SPECIAL

CONTRACTING PROGR MS

'State and local contracting offidialpiacknoc*ed6d that their
.

"special contracting programs are limited their successes. While
....,

.

many different reasons were given for tha tiortcomings of indivic?ua'J)
Z

,

prog most of the programs suffer from poor dissemination of
e

- ,' .

information to minorities and'women and liMited staff resources.
,

$
.

., DISSEMINATION OF INFORMATION -°*:__. .
',. r

. .
..._ _,

. ,,,-,-
.

The failure tareceive adequate notice of contracting-Opportunities- . f
f -

4 4 1 `--_.,

was cited by entrepreneurs in nearly every jti,risdictiOn the CommiSsion.

visited:, Only 19.3 per9ent or f2,of the62 minority males and 28.5

percent, or 4 of 141 female entrepreneurs interviewed in jurisdietions
, ..

with special contracting programs were aware of any State or local 01
,

. contracting,opportunities.being offe'red.2°1
''0 ' .

V

.

Informal bidding T, rocedures, are rot well advertised in'minority one
r

women's media and State purchasing offices are remote from most areas

. with a large number of binority firms. Far instance, California does

the bulk of its purahaSIng in SacraMento where the State pur,chasing

office anilthe State OMBE arelocated, but most niinotity. firms are in

Los Angeles or San Francisco. However, the State's entire minority

out reach program, currently consists of one purchasing opffice in Los

'Angeles, Which is staffed -with two people ana purabases.only a limited

range of goods.,
..,

.4=

, ,
. ... .

,

,

The Illinois, outreach effort, oh -theother and,: has made progress

female-owned'by adding 188 minority and 5 e fitms to the 'small bidders!

list since 'ts inception in Jpne 19,73, This /effort is viewed aq an
.

v

1 j ...
.

essential component of a successful,-iinall -business'program; nd, there-
. ,

.

forevsufficient
'
budget and staff have been arlocated'to-it., ..'

.,,
ef,r

201. Although 125 firms were ineerviewed1(84 minoriVmale and 41

female),4 tRtr 76 of these firms,-were located in jurisdictions with

special State and local contracting programs. i

f #
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--'''-' I,STAFF RESOURCES ,- .-
),
..Only one program 0,?raminea had 'staff members who, were familiar with,

e problems of firms owned by minorities and women and with -1 need- ,

,

1or affirmative action to increase their participation in- 'State and/ W.'.
-

I Cocal cOntfacting,. The Illinois smaP1 business p,grchasing programt--hga
a small t,busctness.coordiri.atori who spent full, time .asslisting minority-.

. Iand 'female entrepreheurS ad acquainting departmerit personnel twilh the...- ', - . . ,
. .

- .reqpix,e'snents' rif, the' act.. . . *I' ...

... ,' k .'.7,' .1
cc,--_Few mittority ot female buyers- and coristructiOn specificatrion

. I
.

,engineers were on the staffs. of the. special, con `-acting programs. The
_macCities , of Long, Beach and Philadelphia. had-ro frale or minority buyers 4

in their purchasing departmerie-y, and San Diego had only tWo black male
,. . . .,buyers bueno:women -on a pup-basing staff of eight. In Phi-ladelphia,,. .6,,however, ,the chief contracts officer was a pi,nolKtt.y4111.-61 who was, . - , ,.

,* -Y , ?-':..41,:itvfamiliar with thewilmber of miritiCi,ty firmsf, thacw-dr.g.,,,prequalified for. 4,y ; , a ., ,,, -,
, , ,city construction contracts and \the 13.11trwOra of contracts aWaci:led.i

:,-, '
kminority - businesses .by. the city-;!,, , .

1,-. -1: f .'", I
l Special contracting Pcogt-din staffs have not ,,beell given ari)ii 'spe,Cial:.

...

,-:training fOr implementingjtha pihianla -in their jurisdictiOris... `/4.ri...:-,.,,-,i
, e ception, lioweve, was the Ii`.. State 0Ml31`E... which employed. five. ,,i.: 7, k ... .. .

. ,sine sa, minorityi ty coMmuifities around the
S at A1 i,ve ,wece mine 1 -ylvg1roitp ,meitiUrs and- one was female..

AI 7 1

It 1 i i.; `,4). i 4 4 i,

.

:1 ) .1(414 -,,--W' , .

..

".'

Negative attitiiiA aMohig.State ind' Ili. iprocurement officers
,,present A .harrier to:,the, -part--cipa4o,rit', minorities \and women as,,j,, 14, ,. i ,,; ' 1 1

. contractors. Most ,Rtipchas;ing stl#1kilieli4b e white male civil-6. ,,t ,'. i i t .
servants acc-sustotied-, to opera ing, a'CO'CISCO:ng--tO-9:Ong-established rules.1t.. I; f r 1 1 is AlmOst all of these`offiCials expraSsedt,'-estie'rvatiOn,s about any changes-_,

',--,

. in -Protedrire that might be designed trilbenkit 'MilloritUs and
...---

when asked about their efforts to increane the partibipation...of -minor- ''' ,..4...,

Several mhite procurement officials expressed !'sti-bng,opposit'ion.
. .

.

. \. , , Y.

]...-,,,,

''''

ities and women in goverment cOntrActir. One said thatis If Federal-
1*.\ .

.
.,,.:,

-4 .\:

"C ;

also

I-
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officials had not meddled 4n,Stateaffairs, the State buyers would

never have. had to dealmith'speciaf programs.. Ofte'tontracting officer,
4

in particular,-:ijected the practice of keeping 'Contracting data on
,

.minorities or women. State Arielocal'contracting,officers, in general,

also expressed the view that minority and femalOtirms cannot be relied
A

upon to perform, despiteithe .lack of evidenceeof support such a belief.

LEGISLATIVE AND ADMINISTRATIVE MEASURES TO CREATE NEW-PROGRAMS

State and rOcal contracting officials uniformly asserted that

statutory-iestrictions and the ahspnce of strong executive support are

the most SerLous impediments to establishing effective speCial con-

tracting programs to aid minority-and female-Owned firms. They main-
',

tained that the.most effective special programs are the contract set--
aside and programs where strong leadership is exercised by the

executive. Thus, severilAurisdictions haVe sought legislative

authority - before implementing any special minority, or female business

development programs, but they have not been successful in having such

legislation enacted.

Int Arkansas, for example, a.smail business purchasing bi.11Was-

'intrZiedparalleling.in substat'Ice the.Ililnors act discussed in

chapter 2.02 .It providel for establishment of a small business bid::

ders'.list and the setting aside_of certain categories of commodities,

equipment, and services for bidding restricted to.vmall fiYms. If

.enacted, the legislation would have directly bene4tpd-all small busi-

n ses-because it directed "that a fairproportion of its total purchases

and,contracts for proRerty and servitee be placed with small business

concerns and that,a reasonable amount' of purchases placed With span,'
203

_business shall ;be minority-owned businesses." However, the Arkansas

Small-Business Purchasing Bill died in the Insurance and Commerce CoMMittee.
,

' /*'

1

'202. St.-.ate of Arkansas, Senate pi11.231, 69th General Assembly, 1973.
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i

The extent to which minority businesses Pyofit from legislation%o4.,..,.,

this type depends largely upon its interpretation, and imp
k
ementaelon.,

!'An active interpretation--identifying minority firms, recruiting

for bidders' lists, and inviting p..lotities to bid--would considerably

benefit minority f irms in terms of increased bidding opportunities Ind

contract awards. But, if no special effort is made to involve minority

dr female businesses, small business preference act;,have little effect

on, minority or female, business developMenE..

204
House Bill 743. was introduced, in Pennsylvania,>in 1973. It would

have created ;a special business development program in the-State

department of commerce directed toward's women as wal.as minorities.
'4 )

A proposed amendment to the bill specifically include women under the

defiinition of minority business.

A few State and ;local governments reported ,other proposed measures,

including review of,current laws, commitments to develop minority hus-

iris 16roigrams futUreand.exetutive orders. The Governor,- bi-

Mississippi, tOr'example, pledged to establish procedures for directing

"-State contracts to the minority business community.

The City, Council of Kansas City, Missouri, adopted a resolUtion

in 19,72 which requested the city manager to implement new procedures

to facilitate the participation of minority and female businesses in

dodtracting.
205

The city manager,,,accordingly, has undertaken an in-

,

depth review of city qrdinances and contracting procedures ecydetermine.

the best method to increase the level of minority, and,feMarellartici-
,

pation'in-the city's .procurement and to eliminate any barriers to their

/

involvenent.

204. Pennsylvania House Bill 743, was referred to the Government Committee,
April. 3, 1973,, and never reported

205. Resolution 41344 enacted Jurre 9, 1972.

O
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f-

Kansas City is one, of very few local jurisdictions that view female

contractors as a group equally disadvantaged but distinct from minority

business people.
206

City officials look toward a modification of adminis-

trative procedures rather than an amendment to the charter as the, most

practical way of increasing contrac5ing opportunities for minority and

feMale-owned firms.

109

206. Ibid.
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PART III

FINDINGS AND RECOMMENDAtIONS
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,FINDINGS

MINORITIES:AND WOMEN ASFEDERAL CONTRACTORS

I.

.1.

Minorities as Federal Government Contractors

A. The Federal Government spent about $57.5 billipn for goods and

services purchased from'private contractors in FYi1972 but

,purchased less than $400 million from minority firms. Purchases

from minority firms represented abott 0.7 pecentiof all Federal

procurement in that yearpdespite 4be fact_that minorities owned

4 percent of sli American businesseS in 1969.

1. Federal GoVernment,pro,cedures for collecting_and distributing

data on-linority-arlis and for-determining their share of

governmentscontrac`ts are inadequatiq- and inconsistent.

2. Comparison of statistics reported to OMBE and those reported

to the Commiision from other agencies reveals significant

discrepancies in data'and confusion about what should, be

rePorted) If °MBE's-report is adjusted to reflect the

agesencfigures supplied by three other agies, total Federal

purchases from minority-owned firms as- reported by OMBE are

.reduced by about 25 percent to approximately $300 million,

-about 0.5 percent of .Federal461itracting, for FY

1972% .
/

B. Minority firms are overwheeningly concentrated in the retail .

and selected service industries in which the Federal GOVernment

does the least amount of contracting. Also, the small size of,

most minority firms tendsto limit their ability to compete for

pederal,c,ontracts.

II. Women as Federal Contractors

A. There'is very little information on the participation 'bf female-

owded Businesses (both minority and nonminorityY in goyernmedt
d

contracting, but available data suggest ehatjemale participation

is less than that of minorities.

Le 111
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I

B. The available data indicate that firms owned by women, like

those owned by minorities, are heavilyi concentrated in whole-

sale, retail, and service claSsifications, those least likely

to produce goods or to provide services purchased by the

Federal Goverhment.

III. tImitsiCommon to Minority and' Female.-Owned Firms

A. Federal contracting procedures and'practices (such as preaWard

...surveys and inadequate dissemination of information. on sole

source contracting opportunities) tend to plaA an added burden

on minority and female-owned firms seeking government contracts.

B. Government contracting officers expressed biases against minority
.,,

firms and ,a belief that giving attention to socioeconomic

considerations hampers the procurement proce'ss.%

C. Minorities and females are poorly ,represented as government

contracting officials, which would preclude their influencing
. I

.

procurement policy and contractor selection.

\ D. InsuffiCient working capital, lack of knowledge of bidding
i

opportunities, and preselection before formal adv'ertising were
,

'4. i

stated by minority and female entrepreneurs tl. major fattors
) ,, A

:

__limiting their competitiveness'for government contracts,. The
7 ...0

Commission found evidence that insufficient working capital and

lack of knowledge of bidding opportunities are indeed problems,

but 00 cases were presented to Commission staff supporting

allegations that preselection before formal AdVertising is

'a widespread practice;
. -

1. Small business and equal opportunity loans have not been

effective in meeting the working capital needs of these fir6s.

2.: Minority and female firms' inadequate knowledge of,Federal

contracting opportunities hampers their ability to submit timely

bids and negotiate successfully for contracts.

te-
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IV. Three Special Contracting Programs-,to Assist Minority Business ,

A. The SBA 8(a) subcontracting, t1e Buy Indian-direct contracting,

and the minority subcontracting prograMs are three special pro-

.

grams established with the expressed objectives of assisting

minorities to overcome some of the barriers to Successful

marketing in the public and fitivate sectors.

V. Female-owned firms have extremely limited - access to these pro-

Igrams, since only minority feniales are eligible,s, minorities.

Several women's rights groups, however, are taking the position'

.thatt because-of past employment and credit discrimination,

women,as a class are "socially or economicalllisadvantaged"

persons 'and thus eligible to participate in ex.is-ttng special

programs; .-,.

.C, -NOnminority females are not eligible for theSe programs because

the agencies administering them do not believe ithat there is a

national policy of,asSiSting firms owned by white women.

V. The 8(a) Subcontracting Program
4

' A. The '8(a) progam is the rgest special'contracting.program

and provides one of th w 'mechanisms lby which Federal pro.=

9

curewnr activities are coordinated and- monitored. It is

conducted jointly by SBA and all procurement offices in the

Federal Government, with SBA as the coordinator.

B. The basic goal of the program is "...to- assist small business
-

concerns owned and controlled by socially or economically dis;..

P
advantaged persons.teochieve a competitive position in the

market, place." SBA has neither clearly defined criteria for

ascertaining the achievement of competitive status nor stated

specific program goals, except in monetary terms.

1. The formulation of objectives for participating firms is left

to SBA field officers. They deiermine;these objectives on the

basis,of a firm's business plan, which' may not realistically

reflect its potential.

130 ,
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.
., ..

2: The lack of specifiorgoals has led to different administrative
procedures in various SBA 'offices and continued nn ertainty

(
.

regarding the- progr'am's effectiveness,.

.1C. SBA's staffing practices limit the effectiveness of the 8(d)
.).5- ,*

1. In FY 1.974, SBA's Office of Business DevelopmentNOBD) had
--'-------'---N ___-only A-26- staff-meTI106nif

whom.were scattered' among 16t
..--.-h , v -- ,;-

I
regional and 64,diStriictbffices.

The 100 staff persons .were.
. .

. ,
'responsible , fot revi wing all government contracts -to deter-s '

.,

,mine those which offer 8(a) Contracting opportunities,

negotiating and awarding contracts, and monitoring contract.

Administration.
t2. bp relies heavily on borrowed staff from other SBA programs

.to operate the 8(a) program. 'Regial administrative
f
on

O;k
officials, procurement center representatives,..and minority

enterprise representatiV'es work .part time for 8(a), -some-

times with little enthusiasm, for many of them see it as a

diversion from their "real" jobS.

3. Theee-are -7fewminnritieS or mipority business specialists
on OBD's staff.

4. Many OBD staff meMbera lack technical e.2c..13ertise.to assess
1

the needs, problems, and performance of minority .firms.
D. Contracts awarded under the 8(a) program have increased from 8;

Pcontracts totaling nearly $10.5 million in 'FY 1968 to 1,720

contracts amounting' to more.than'$153 malion in FY 1972. This
represents a minute fraction, however, of the total Federal

procurement,

1. Measured solely in terms of increasing the number and total

value. of 'contracts to minority firms, the ptogram has

demonstrated that it has potential as a means for increasing

contract award's to minority firms.
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2. The industrial distribution of the 8(a),contractf, which
1

is roughly similar to the overall industriedistribution

of minority firms with paid employees, rovides a "basis

for assessing. the effectiveness of the program as a

developmental ,tool.,

a. The distribution of 8(a) contract dollars to minority

firms is concentrated in' the service industries as re

the minority contractors.

b. Most -8(a) contractsfar4 loia, in vplue and awarded to

the less profitable service and construction industries

which undermines the.rprogrgm's potential as a-,deVelop-

mentpl tool for .minority business.

. Agency, participation in the program varies widely, with some

agencies providing little or no Significant contracting op-
.

portuhities for,minority firms.. Factors tontrtbuting to poor

participation of several agencies include deficiencies in the

contracting process and alack of agency commitment and

contracting effort.

L. "SBA regulations and standard operating procedures- do not

clearly define criteria for selection of-pcftential 8(a)

contract awards.

2. SBA paperwork and unexplained dela in processing

applications cause many contracts to be returned to the

agencies.

Federaleagencies oftendo not provide contracts that

promote economic development, and their 8(a) procureMents.

invariab1y,represent a small percentage of their total

contracts--

132
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4. Although contract administration seems to -the least con-,

troversial part of the program, contractors do not benefit

as much as they could from the technical expertise of the

Agencies- or SBA.'

F. SBA's perfotmence has been criticized for the methods it uses

to approve firms as eligible for the 8(A) program, to match

prospective contractors with procurement opportunities provided'

.by"Feder61 agencies, and to negotiate and award contracts.

T. Criteria for.the approval of contractors are only minimally

specified in 8(a) regulations, SBA administrative

and standard ooerating procedures.

a. Approval proced-ureS vary among' regions.

b: ApprOval is :rincipally based on business plans, most of

wach are unrealistic in their goals and projections.

c_ Early efforts,to enroll as many' contractors ae possible

resulted'in the approval of firms thatdenoE meet

current standards and never really had the basic
.

capability to meet -Federal procurement needs.

a. Decisions to deny approval to-otherwise eligible,firms

because there is no contract 'in sight" may conceal

other reasons for'the denial, of entry into the program.'

2. There are no ev'ident criteria for matching potential Contracts

with 8(a) contractors, and many contractors belfdve themselves

to be adversely affected by favoritism and political'

G.

ditectives,

-intervention.

The provigion of financial, technical, and manage ent assistance

is fragmented and inadequate.

1. The 8(a),,program is designed primarily as a market, g rather

than a financial- `assistance program.

;
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,Technical and management assistance efforts are scattered'

T'.among Federalprocuring agen(ies, the SBA Bu,i'ness

Development Officeand OMBEfunded organizations and

generally are not focused on marketing.

H. SBA regulations state that alirm which has "subOtantially

achieved the objective of its business plan will be notified

that its partiCipation in the'Rrogram is completed," yet the
...

-...
....

agency has not specified criteria or assessing whether. a
, .

firm has achieve'd its objective,.
. 9

1.' It is impossible to base .decisions concerning. 'completions
) . .

on business plans that are not comprehensive or realistic.

2. SBA reported.29 successfu l graduates of the program, but -

'many of the graduate4 are uncertain about the benefits of
.

their program participation and theiriprospects,for the

/
future. ) 0

t. a. Six of the 18,graduates interviewed by the Commissioq

---%' had objected'to graduation/and were reinstated. Another

6 accepted.SBA's decision and considered themselves
...

. graduated whether or mot they believ'pd they,should have
/ .....,-... 7.

been. The remainder were not aware that they had. been
..

,
.

graduated.
-1-

, -

b. Officials of only 3 Of the 18-firms-belteyed that the

program had definitely helped them improve their bus{-
4

ness positions, and 7 firms felt that thelprogram had.

not helped them at all. ,The remainder- wen, undecided'.

1
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The range of responses indicated that some (about three
-

-of those interviewed should be considered true grad-

uates in that the*achieved the objectives of their'

business plane, while others should be considered

terminated because it,was unlikely that these firms

would achieve the objectives of their 'bnsiness plan.
/

d. Few-of the ,graduated` firms attribute. their marketing

. developMent to their participaEion in the 8(a)Trogram-_ program

of to assistance from SBA.

The guidelines for ±erminacion are nearly as confusing
; -

those for'successful-program completion.

VI, The Buy Indian Program

A. The Buy Indian contracting program, adMinisteied by the Bureau

of Indian'Affairs (BIA) and HEW's Indian Health Service (IHS),

is unique among, pecial Contracting programs because*it is

Limited to one minority group is a direct contracting pro.-

gram. It also'permits contracting with nonprofit organizations

' (Indian tribes), as well as profit-oriented Indian firms.

B. In FY 1968,-BIA estimated awards of $6 million in Buy Indian,
..

contracts, while in FY 1972 the BA awarded $63.4 million in
,

-contracts. BIA and IHS Together awarded .$72.5 million in Buy

>Indian contracts in FY.1972, representing. 39 percent of all

contracting for both agencies..

C. The prograM is not designed solely as a business development

program, although the BIA manual states that knie of its goals

is Indian business development. IHS has not. tated goals ior

its program:

D. The Buy Indian program

by area offices within

fore, varies widely.'.

hat no staff of its own but is operated

each agency,

135
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'Buy Indian contract awards Are overwhelmingly, conCentraa'd in

service.industries, and mosicontracts: are awarded to tribes

rather than to firms. The progvem has not increased the a

.

participation of Indian commercial firms in government contractig,

Neither BIA nor IH a developed comprehensive or uniform

,

t.contrackiT regulations. .

1, The Buy Indian Act' does not state any specific criteria for
t S

I

determining which firms. are eligible to negotiate contracts,

except that the items s-purchased must be products of iridian

ti

industry,

2, procedures goVerhing the selection of firms'for participation

in the program a e not centrally coordinated by either BIA

or-iHS.

3. The.ComthissiOn ound only one contracting officer who had

compiled'a lis, of Indian firms or solicited contract

proposals.

4 BIA requires t at a contract must provide an economicbedefit

to the Indian contractor. Since there are no criteria for

detrmining w at constitutes an economic benefit, the -de-

cisiOn On whe her a contract offers an economic benefit is

left up-to a area contracting officer. Consequently, the

decisions 'ar not uniform.

5. Contracts -ar awarded only if acceptable'bids are submitted,

but neither:agency has issued guidelines.defining what conk

stitutes an'acceptab:lebid.

G. The BIA'and IHS have made only minimal efforts to distribute

information on the Buy Indian program to Indian tribes avd>firsils.

H. BIA and IHS provide little ,technical assistance to Indian firms

sand tribes.
',.
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.
VI,I. Ttle-MInoittSubdOntracting Program

. -

'.1P

. q... / '4 ,,!
A. Tee- minority subcontracting prog;am is based on,a requirement

-..,,
., -

.
,. .

that-Iclause be' Included in major Federal contracts requiring-,
, -- .

..
, ptIMe contractors tom',uAdertake-effort. to:ensure.that minority

..
,--

, - 4. , -....
* . * ' ,..

0

. firm receive f4le consideration assubco*actors. Itt..

.
. =

.
.. .implemen.tation has,b. beene.-,.n

,..

.

Uncosrdi natec und, tr, ud 5u r ed..i -and
.-
F t ., .

Ince-:sfiaffed. .' f
.

A - 4. ,
1; When a contract is fir 'an' amour4 greater than,$5,000, but.

, ..less than $500,006,'the prime - contractor must_use its

"best effOrts" to providetsubcontracting opportunities for

minority firms.
,

,2, When th'etcontract is for $500,000 or mor and offers
..
"substantial subcontracting opportunities," theprime con--

, ,

p, ,_ tractor musk take affirmative Steps to ensure the' lair ,
. .

., --

consider'atiori of minority firms.as Subcontractors'. s.

The Interagency Committee on Minority Business. EnterpriselOMBE,

.and individual agencita,haVe not developed4.comprehen8iVe proms

cedures yr goals for the minority subcontrac,ting program.
. 4

C. Only one Federal agency,:theDepartment of Defenses(DOD), could ..

,:

provide data Oe .minor4.ty'subc(Intracting. The tde ntifiabre mi-..
,

nority shire of. DOD subcontracting was $19i.millIon or'0.3-per-
0 i

A'' cent of $5.7 billion in DOD'subccintracts &r. -the-second .half
% ' ,9'

* \
of FY1:973. .. .

.

i..,::
e , 1 ....

,i
.)'

I' b. The minUrity subcontracting program does not encourage the
,

...

,...

.1%

ei

FR"

pa'eticipption of nonminotity, female-o4ned firms and, wit l

respect to firms owned by minorities,;'il is* More a promise
.4;

than-a grogram. Its IiieffectivenesS may be, traced to,.geveral

c4ctors:

.4.

c 011'
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1. Limiting affirmative action requirements Eocontracts foi

$500000 or more.egempts most Federal conira04's.

2. The regulations: requiie, only limited recordkieeping by tie

'prime contractors, and only 3 of the 10 ,agencies,agencies have,

developed procedures implement -ing the, requirement.

3.- The regulations do not provide any mechanism for' the '-

enforcement of the clause.

:Only 2 of the 10
,.

e.agencies surveyed hav establishea:-

procedures for monitoring contractor compliare with the

minority Subcontracting clause. .

5. Although the key- -to the, success of thh PrOgraA is the

frequency with which Contractors- `determine that their
--?-,...._

contracts offer substantial subcontracting opportunities,

neither the agewes nor the Interagency Committee have i e

deVelopedguidelines to assist the liaison officers iti::(

;-
',-, .---

,

makingcthese determinations. ..,-

r

'6. No satisfactory,listing'Of:-potentia1
subcontractors has,

. ,
-i---

. ,

.
,

' . been developed. Prime contractors depend on directories

compiled-by private corporations 'and some Federal agencies,
:

,--0_.

but dose lists are limited either by geographical area or_.,,-
, ...,...

industrial classification.

. Tg-FEgintat-ion_has no provisiodthat requires the use of 4
!

i -------r .. J ;

incentive fee clausea to motivate prime,contractors to use

,.----

1

minority subcontractors. Neither-are Federal agencies-

, ,

agencies

urged to considercontractors' Commitment to the program

/

as a factor in-evaluating potential prime contractors.

The, program has not inert implemented enthusjiasticalry by

the Contracting officers, or .the liaison officers of the

f.-

,,,,

majOr government cont' ac ors. rt

1 I fkt

)

a

V

6

-1.36_
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- STATE AND, LOCAL CO: NTRACMING
.

.
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Minorities and Women as.State and Local Contractors

. 4. State and local governments purchased $62.5 billion,in goodq:.

and services from the :private -sector in FY 1972, Minorities ,

and female,owned firms, however, receive less than Seven-
.

tenths of 1 percent of the contracting d liars of State andf.:

local-governments which were abl to pr id e data to the

Commission. ,Unlike Federal procurement, a substantial portion
I' of Sta 'thijtems relatively

small quantities from who.esalers and retailers,: State and
[

local governments also spend propOrtionately more than the

Federal Government for construction./ Sinde'a large percentagel
.

Of minority firms are retailandsmall Conatruttion.companies,

ancrfemale-owned firMS-are-concentrated in retail induStrifes'i

botlithe volume and- nature of State and local contracting,shoul i
1 r. r r

provide extensive contracting Opportunities for minority and I

,
'provide

.,,,.,

female-owned firms. - ,- or - - .

r
t.B. A large.portion of State and local contracting dollars Are

-,,

provideTliy,Federal grants.' The Federal Government has attemp, ed

4
. --.....

through these grafita to stimulate'the .participation of minorigiest
I, .

..,

I

in State and local contracting. -Federal effortahowever, halle
,

not resulted in,a signifiant increase in State and local

contracting programs and awards for minorities and women. I

fact, few governments are able to identify contracts ,awarded to

minority and female-owned-firMs.
'f.

II. State and Local Contractin with Federal Grant Fundi

A. Federal aid to State and local governments increased. from
P

billion in FY 1950 to $45 billion in.FY 1974..

B. Title VI of the Civil Rights Act of 1964 authorized the Federal
-7

I

Government to prohibit discrimination against minorities by

State and local grantees in the operation of their prograisi

139
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Execitive Order` 11246 as amended anr d OMB: Circular A-102

are two measures adopted by the Federai Government that

are used as-the basis for requir4 State andt local gOvern-
,

,

ments tosundertake affirmative ac ion programs to provide

/
I

contracting opportunities to minorities.,

D. Executive Order 11246, as amended in 1967 to! include a sex
.

.

-discrimination privision, prohibits discniminato ry hiring
i

practices . in-foderally=assisted construction projegs.
t

1

t
1

HirTng goal's for minorities and women arelpposed on

co 'tractors. by local goVernment officials, /union offi,-

ci ls, and ontractor, associations undo5 the order.

If/a juris ictiodwithtalarge Oncentrttilon of mi ori-
/

1

ties does not submit an acceptable plan,, le Secre ary
r I

Of Lab ¢r may impose apandatory plan on the area.;/

,,
,

..
1

The voluntary and mandatory pl rigthat
r

contapCminori

,

nd ft-a/Male subcontracting clagses are rare1, 5/ enforcedced
/

by Federal agencies and State and local govornments.//

f
, 1

.

The-OfAce of Management and Budget authOri!zes Federal
t.,

,,

i

A.

5.

agencles to,require grantees%to undertake affirrative

included .

1 1

I

nclu

l( f

action Fto ensure greater utilizatibn Of mihori,y .

'businesses through OMB Circular A-102. Female/owned

IImplemenitation of the_circular',s minority contracting
/ .,

provisiOn by,Federal agencies has been limited to para ,

phrasing the language in
.

agency grant
t,

agreements, but

they do Little to ensure that State and loca govern-
1

ments ar4 in compliance with it.

140
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Contract Awards to Minorities and Women'

A. Only of the11 jurisdictions that provided contracting data

to the Commission awarded more than 1 percent of,their con-
!

tracts to minority or female -owned firms. Th average for ail

jurisdictions was six-tenths of 1 percent for minorities and

four- one - hundredths of 1 percent for woMen:

B. On the who.le, Ste and local governments have/not

cantly increased the .0ward of'cOntracts for sarvices, materials,

and suppliestot-itherminority or female-o"ed firms.

IV.' State and Local:Special Contracting.Programs

A. Only 10 of Ple 76 jurisdictions that respond d' to the"

Commission's question, lire, or 13.1 percen t, indicated that

' they had developed' special contracting programs.

B., The contracting programs range from those directed exclusively

toward minority and female -owned businesses to ,EhOse geared

I,toward all sMall .businessgs. Their aim is to increase the

numbei'an&011atarilountofcoffitracts'awarded,to.air ady com-,

, ,
;

pett-tie minority and female-owned fi ms:

C.- The programs identified by the COm ission are based n either

jadniinistrative or statutory author tP.
. /

, informing niinorities and/or wonlqn OT contacting oppor-

ding thgm relief from'bonding equital.

effective are the lederallP1...aSSisted,

.12
tconstruc4bn uodects. The following programs,under

administrative ailthority have pole tial for' in

contracting opportunities forminorities r and
.

1. Programs baked on administraarei authqrityytcOncentrate on
f

tunities or provii

ments. The most,.

1

relsIng

or wom6u:
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The Los Angeles program directs contractors to adver-
tise invitations for subcontracting bids in the minor-
itY news media, contact minority contracstor organiza-
tions for referral of potential subcontraotoYs, and
contact'other sources likely to yield minority

contractors.
,

A progr in Long Beach, California, implemented an
ational forum for minority and'female entrepreneurs -,'

in addition to focusing on Federal and local mandates

directing the solicitation of minority aa female Sub=

contractors. The irocurement-officer also developed a

list of minority and female-Owned firms and regularly
attends minority .business seminars.

- A'similar program ih Los Angeles County includes a
minority vendors program, primarily for the purchase

of supplies. A key ,element of the program pis a require-

ment that Al inforMal-offers be directed- to at least

two minority vendorS.

-t A .special bonding prhgram was initiated in Philadelphia
with an insurance company to provide bonds for all
.suppliers whose contracts range between $2,000:and '

$20,000 to increase minority contracting in the city.

The following factors hamper the success of programs based:-

4On administrativel,authoritY:

-:.- Statutes or Charters in most jurisdictioniswi6 'contract-
ing rogramsbased'on,administrative,autPority require
comp P titive abidding,twhich presents major obstacle,to

establishing program ,for negotiatinecontractswithout i

t
__. _

competitive biddpg.1 Therefore, adminiArative programs
, 1 -

arellimited to providing information dveloping bidding
Ilists, and' }encouraging minorities and women to` submit

,bids.
/

.

-

i,
, i- I

The funwillingne s of many contracting offiCers to

. abandon icing-established contracting practices- not
,

''--airected toward minOrities of women is an- obSida.g_to,,_
`,...v, 7

'effective implementation of,special contracting programs. i .

\

- Efforts to increaseithe,number of minority and fema---
\ ( :.', / ''' ''

firms on bidders' ]fists have been `'thwarted bY\contraeting
/ --

_practices, such as requiang minority and female-owned
firms to comply,with stringent prequalifiqation standards,

--------------

442
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-.',..

,.- Without /legislative authority or strong execu imegi
.port, contracting officers,do not feel iustifi,dilr'-
diverting staff resources 'to special efforts- 66 a461 ,.,

,
.

.. .- ,

.

, -
) s

minorities or women. ,
./,.. . ,

,

1 '3. Statutes and ordibaticts provide /the authority for set-aside
,

. - .r. ,;'':

contract programs- and prctram'S with informal bidding..0fD-

cedures. The Commission identified only 1 bf-each,from the .

\76 responses to its questionnaires, to State and tocal govern-

menta. Both have potential,' but neither has been Parti-'
\

7,. _......,

cularly successf in increasing contract Awards ,to minoti
g

1

ties and women.

.- The Illinois Small Business Purchasiu Act authorizes a
formal set -aside program in which'contracta arewith-. .

-drawn from generaUDOmpetitive bidding and reserved for
`the excluaive.-bidding of small\firma, .particularly
minority and-female-owned firms. If.fewer than three

'firms

respond to aniaiNiitation to- bid or :if the_accep-
,tance of 'the lowest bid would mean paying an unreason-
-able price, the bids are rejected and the contract is
opened for bidding by all firms.

The Commission identified one program in Denver,
Colorado, that has informal bidding procedures estab-
lished by legislation. The' Denver small purchase
ordinance authorizes informal bidding on any contract
for supplies and. services totalingile$s than $5,000
and emOves 'requirements for performance bonding and

i prequalification for firms filling.these contracts.
,

..,,,,V. LiMitaticins Common to all State and Local SPecial Contracting Programs

f...A.! Moat t all of the'pr grams stiffer from poor disseminatiomof

information to minrities and women; aswell as from poorly-
f trained staff limited-by their size.

t\ '

1. The faifur`e:t receiv4 adequate notice of contracting

opportinities is a major factor, limiting the effectiveness
1

of ,special coI ntracting programs. Only 23.8 percent pf the
\ ,.,

minority,and fema.e-oWed firms interviewed were aware of

any State or local cont acting opportunities being offered.
-,7

. ,

143
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2. dnfOrmal bidding procedures /are not well advertised in

, and State pOrchasing offices are remoteminority

from most mi ority firms.

3. Only-one prodam surveyed had, staff members who- demon-

strated an awareness of tile distinct problems of firms

Owned by minorities and women and the need for affirmative

-_action to increase-their/participation in State and local
=

contractin . Yurthermore, the Commission 'found: (a) a

=low 'ratio f pinority and female buyers and construction
/ ,

, engineers' in, Contracting staffs; and (b) negative and

, even hostil&attitudeSt.among State and local procurement

officers 'toward pinoriky an female-owned firms.

4. Program staffs4hAV.eAnIpt been given any special training for

.implementing the prOgramk in their jurisdictions.

VI. 'Pending Lesislative andlidMihistrative Measures to Create New

Programss,..'

N A, .
State and-local contracting officials indicated that the most

effective special progyams are the contract set -aside and

programs where,strong leadership is exercised by chief exec-
,'

utives. Thus, several jurisdictions have sought legislative

.authority before implementing any business development
./

.

programs,' but none h's been.enacted. .

1. The Arkansas Sm 11 Business Purchasing Bill would have

provided for establishment of a small business bidders'

list and the sitting aside of certain categories of

'lcommodities, equipment; and Cervices for the restricted

bidding of siiall firms." The bill died in committee.

2. House Bill 7 3 in Pennsylvania would have created a

minority business develppthent program in the State depart-
.

ment oi co merce. An amendment to the bill specifically

inciud d-Omale-owned firths under the definition of mi-

nority/ business. This bill ajso died in committee.

4.44
,
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&few other jurisdictions haye proposed other measures, such
r

as commitments to develop minority: and femalt business programs.

1. The Governor of. Mississippi pledged to:establish, proce-

- dures for directing, -State contracts to the' minority

,bus.iness'community.

The City Council of Kansas City, Missouri, adopted a

resolution reques ng the city Manager to implement new

procedures to 6 ilitate the participation of minority and

female-owhed.buanesses in contracting. Kansas'City,is one of

very few local jurisdictions that views feMale contractors

as equally disadvantaged but distinct ftom minority

business people.

4
P
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. / RECOMMENDATIONS

FEDERAL CONTRACTING
0

I. 'Minorities and Women as Fedetal,Contractors Within the next 5 years,
. k

the Federal Government should increase the annual dollar value of its

contracts and subcontracts with minority males,'minority females, and
.

nonminority,
/

female-owned firms to an amount at least equal to thetr

'tepresentation in all American businesses. This means that in FY 1980,

forexample, if minority males own 5 percent of all budinesses, they

should be awarded -at least, 5 percent o'f the total dollar amount of all

Federal contracts. The same formula-should be applied to minority- and

nonminority, female-owned businesses after their number hls been

determined by'a census..

II. Data on Minorities and Women as Contractors

A, The Interagency Committee on Minority Enterprise's Task Force

on Data''should formulate uniform procedures for collecting and

reporting` information on government contracts awarded to firms

owatd by minorities and women. The ownerd of these firms

should be cross-classified by sex for the following groups:

(1) white; (2) 'black; (3) Americans of Spanish-speaking back-

grou48--(a) Mexican AMericanS, (b) Puerto Ricans, and (c)

others; (4) Native Americans (Indians); and (5) Asian Americans.

`8,- The Bureau of the Census shoUld,immediately conduct a 'census

of female -owned firms tabulated by the following acial and

ethnic grciups: (1) whites; '(2-) blacks;, (3) Americans of

Spanish-,speaking-background--(a). Mexican American,

(b) Puerto Ricans, and, (c) others; (3) Native Americans

(Indians); and (4) Asian Americans. Thereafter, a census

shouid'be conducted every 3 years.

129

146



it

The Bureau of the Census should revise its Census of Minority

Businesses to account separately for the following.minorities

"(1) blacks; (2) Americans of Spanish- speaking backgrounds, .(a)

Mexican'American, (b) Puerto Ricans; and (c) -others.; -(3) Native

Americans (Indians); and (4) Asiah Americans. These data

should' be classified by sex.

III. Meeting the Needs of Firms Owned by Minorities and Women

A. SBA, IHS-, BIA, and other, civilian agencies should mr%e maximum
o

use of cash advances to minority and female contractors, as

authorized by 41 C.F.R. Section 1-30.400,-to assist these

firms in meeting their working capital needs.

B. The Interagency Committee on Minority Enterpride in cooperation
,

with OMBE, SBA, IHS, and BIA should develop programs, that.

provide for:

1. Exerting special efforts to involve minority and female-
,

owned businesses in manufacturing, -cbnstruction, and
-

research and development contracts/.

2. ''Training.contracting specialists to increase their Aware-

need of the needs of minority and female-owned firms and

the merits and objectives of special efforts to provide !

them contracting opportunitied.

Encouraging Federal agencies to recruit actively and to

employ a larger Troportion of minorities and womdft as

contracting specialists,. particularly in supervisory and

pblicymaking jobs.

4. Directing-moreAFederal loans to minority and female -owned
,

-businesses that have potential for government contracting.

5. Improving the flow Of information on bidding and negoti-
.

ating opportunities by such means as establishinga section

fqr advertising potential contracts for minority and female-'
.

owned firmsin the Commerce Business Daily.

147
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1y. three Special Contracting Programs

A. s. Federal efforts to implement special contracting programs Must'

be accompanied-by a strong Commitment by the heads of 0.1,.
.

Federal agencies and depn-rtMents. Thins commitment must-be

communicated in forceful language to contracting personnel

4

t all levels. There should also be better coordination

ong the InteregencomMAtee on Minority Eriterprice, SBA,
a

OMB and all Federal agencies responsible for implementing

speci 1 contracting programs.

. .B. Establi Zing ecial'Contractin

Programs,

jhe Presid t should issue an-Executive Order establishing a,

the Eliaibllit of Wohlen for'S

-

national policy declaring women asa group tb be socially and

economically d sadvantaged and, therefore, eligible .for existing

business develop ent assistance programs; especially the con-,

iscussed in this report. The President4
tracting programs

should also:

1. Direct SBA to revise iet regulations to reflect more liberal
A

criteria in determining the e. ligibilit'y of nonminority,
.f

female-owned ,lirms'to\\participatefin SBA programs for the

. -

socially and economical disadvantaged.

2. Direct SBA and other Fede al agencies to increase the number

and dollar value of contras` available 0 the
.

8(a) and

minority subcontraCting programs to accommodate an in-
.

crease in the participation of\\ minoaty and nonminority;.

female-owned firms, while nbt dkinishing resources.for

minority male-owned Eirme:

3. Direct that SBA's Office of BusinesS, Development be staffed

.by persons concerned about minority! and female busiriess'

\
development, and the number of minortres and women

/
on the

staff Ueincreased,commensurate with the\increased

responsibility occasioned' by bringisig women into the

program.

/

3
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0

4. Create a task force composed of representatives of OMBE,

SBA, Department of Labor's Wo Ag4.Bureau, the Citizens
.,.,6,

Advisory Council 'on the..Statu
,.,

-of Women, the President's
.

Task Force on the Rights andkesponsibilities cif Women,

and representatives of women's business organizations to

ti

devel4 and submit a detailediati for' a< special business

'deveropmentyrogram for women within 1 year.

5. DirecOMBE to.,cbmpiie a Comprehensive ditectory o. ;female-
ft

x

....

owned firmscross-classified by race. . ,,c,,,,

r, 0
4C. Goals and Objectives.
44, s,

The Interagency Committee should set goals for,'-developing a
.

specified number of competitive construction, manufacturing,

and research firms for the-8(4sstbcdntracting program, the
. .,. ,

Buy Indian program, and the minority subcontracting prograni::
. I

.3.

V. The 8(a) Program,
i

,- r,
1

A. SBA, OMBE, and.the Interagency Committee on Minority.Business,
.-.

- .,

Enterprise should establish a comprehensive business-4evelopment

strategy, including\Criteria to be followed by regional persOn-
.

nel administering the 8(aX PrograA. The:.itrategy should cower

but not be restricted to: ..-
,,,t1_6

<I,

Defining clearly what is'ineaotby the term "attaining A.m..'

petitive status." ..- .v .

.

,,,

Describing_the manner in which 6.he8(a)- program is to assist
,

socially or economically disadVantaged firms-to become
competitive. ,

Presa.ibing steps 8(a) firms must take to attain competitive,

status. . ,-
'

/

Devising methods for the-.participation of socially or
economically disadvantaged firms-in manufacturing,.con-
struotion, and research, devdlopment,and:demonstration
contracts. -

.pr.
The President should 'seek an amendinent to the Small Business ActB.

that would' authorize fhe appointment of an executive levelisso-.

ciate administrator exclusively for the8(a) subcontractt.4

. 149
.
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gram. Pending legislative action, the Office bf Business Develop-'

ment (OBD) should be,transferred to the AssoCiate Administrator
-A

for Minority Enterprise,. Regional staff resources for OBD,should

be increased to enable the prognim to operate without borrowed
r

personnel, These measures wouldd-alieviate problems
resulting

,

from a conflict of commitment within SBA's headqUarters and ,... '

regicrtd1 'offices.
I

C. OBD should -be staqed by parsons concerned about minority and

female business development, and the number of minoritiee,and

women on the staff should be increased at least to the level

requestgd by SBA in'its FY 1975 budget,

SBA should appdint gkilled procurement. specialists to OBD,staffs

'who can Match-contracts with the apprqpriate contractors. These

t

spect. ialis,ts should also be
sktlled at employing business develop-

ment resources in administering contracts, .

E. The 8(a) program should be used to increase the overall
U
compet-

itiveness of minority and female-owned firms in manufacturing

construction, research, development, and deMOns.tration conttactsk

F. Federal agencies participating in the 8(a) programand SBA

ehoul increase the number and average dollar valUe.of 8(a)

contracts so that 8(a) firms are better able to improve their

development potential,

G'. Heads bf Federal agencies should demonstrate their commitment

to the 8(a) program by designating staff at every level to

watch for potential ,8(a),contrae,ts.

H. SBA and the Interagency Committee 'should,develop guidelines for

the selection of potential 8(a) conCracts,by the agencies.

,They-kshould provide ftf:

ISO

0,

o.

'
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1. Using business pfaas to project the .total d Liar volume'and

industriaY classificati:n of contracts, needed _6'3 provide

adequate hupport for,8(a)firms to achieve co7,:Pz-..1.1ve

status. dr.

-.st. a
2. Requesttng that all procurement-4nees within the agencies,

be sent to theirimitiority,fethal& business ,ilevelop ment

specialists tolie screened- for 8(a) contracting pcitential.

3. Establishing 'procedures toXinforTthe agenties'f

clasSifications and7cidalifications_Of-8(a)approvedfirms.
. -

.

' SBA should develop comprehensive uniform standafds for approval

of firms for participation in the 8(a) program-and-proVide

minority and female contractors sufficient technical assistance

,in developing business plans, so that the plans can be used as.,

.'reliable bases for apkcsval.
4

J. SBA should take at ps to improve the match of contracts with
. ,

conttactors by fo ulating specific guideli-pesjor its business

de-qM.opment specialists to follow. Federal agedcies should be

salcwed More discredioh in matching Contracts with contractorsv
1but the anal selection ancl, terms

I

of the contracts should be
4

sub ect to SBA's ap.proval.,
14'

K. SBAIshould cdordinate and fully utilize available resources to

as3fet g(a) contractors by coordinating, financial and technikaf
/assistance programs -, us IgiVing them maxiTum,support in develop-

4ing their marketing

L.
.

'SBA shOuld develop criterla'and procedures for te rminating and

graduating firms from the 8(a) program. The.criteria should

.r1
establish minimal performance evels,for.determining continuea,

.

8(a) eligibility SBAshould a so requie notiations of par
.

participating firms by Certified mail of their termination o

1

4
graduatioh.
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VI. The Buy Indian Program ,.

,

A. The, Interagency-Committee on Minority Enterprise and OMBE should

assume an actiye-.rale-in coordinating and monitoring,theBuy

Indian progr4m. The program also should'be more clearly defined

to exploit fully its potential for Indian business development.

B. The Interagency Committee', in cooperation with the BIA.and IHS,
t.-

should develop a,,strategy fOr .implementing the Buy,Indian Act to

ry provide for:

Assigning IHS'and BIA a spec?.fic number and dollar value of

Buy Indian_ACt contracts to be awarded to Indian tribes and-
.coritterct.41firms each fiscal year, .

/Di#ecting area offices within each agency to compile lists

(designating the sex of owners) of Indian tribes and com-

mercial firms with potential for providing needed goods and!

; services.

- Assigning technical assistance resources to Indian tribes

and commercial firms that are tailored to their need4.

Training contracting specialists in the implemeptatton.of

the goals and objectives ,of the'Buy.Indian Act.

- Disseminating information on the program to Indian.entre-

preneurs and tribes.

C. The Interagency Committee should appoint a task force of

representatives from the Department of the In1 terior and HEW to

develop and propose uniform Buy Indian regulations for BIA and

IHS, which 'should include:

Redefining "prOducts of. Indian industry" in a broader

manner to piovide the widest possible benefit from the

Buy Indian 'program:\
1'

DeCiding the extent o which contracting Offiters can

exceed competitive-prices in awarding contracts.

The Cotmissioner of BIA and the Director of IFS each shOld

appoint coordinators to monitor the performance of the Buy

Indianprogram for:

152
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I

Consistent interpretations of the program4s regulations.

CoMPliance withipolicy directives.
-

,

Efforts to incrtease the paLicipation of:Indian commercial
-firms in the priogram.

- The compilation and continued updating Of Lists of Indian
Ifirms, .by sex pf owners and capabilities. /

1

I 1E: OMBE and the agencies responsible for. Indidt1 programs should t,"
1

compile and maintain a-cOmplee accurate, and/ current,direc=
tory*of a111 Indian firms.{/
The Interagency Committee shoul4conduct,educational seminars- ,

,.- i . k

on the Buy Indian progral and

i

disseminate[ ' infor
i

mation on the

program and pot ntial co tractinkg,opportunities throughout

:
I

Indian communit,es. 7I

1

/ VII The Minority `Subcontracting rogram

A. The Interagency'-CUmmitte-VMTask Forceron GOvernment Procu'rement,;
,:,

0

OSA, DOD,, and other Feder I.agencieS should revise the
i 1

minority subbontracting rigulations to provide for:
t

1 - I

- Imposing affirmative subcontracting-requirements on major'
t- -contractors with cont acts Of $1444000 or more instead1 . .

Uof $500,990.
1

) i
\- ,DirectingDirecting prime contr ctors to mAintafin.and submit .

P quarterly-reports on heitiminority and/or female sub-
contracting programs. 0

\
..e.

- Imposing a'penaltY'on prim con radt'ors of up tcrl percentt

td the value of thesco tract for failing to fulfil-1 mi-
, f

nority and/or female s bcontraCting responsibiiities.
- Including a'provisibn equir n consideratiA of commitment

to minority subcontrac ing a factor when determining
the amount of the fee o be a oved cft paid. i

r- -- Directing that past implement ion, cyf the Minority subcon-
tracting program be,a actor i eJaluaOing contractors'
proposals on negotiate procurc\med s: ' , '

t
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,...

,..;

B. *.T eragency Comm'ttee on Minorit9',Enterprise, OMBE, and ap.1

.

Federal agencies ob ot Id develop goals and strategies for : \

l ,

1;
i

i

effectively dmpleme ting.the Minority subcont.racting prpgrami.

..

, ,
,

i

1. The minor4ysu contraating clause shotad be used

A #
,

i
/

, /
P

means for increasing subcontract award6 to eligible mi-

., /
'.i

nority,and f,emale firms on prime aontracts inv6lv'ng con- '" -..

1
t 0

struction, transportation, weapon and!ielectronic systems

/ development,
government-owned-contraqtor-operatedf fac*,

: lttie/ ,
and.research and cl

..

evelopmenti
/ ,

.

.

2. OMBE should award Subsidies to primicontractorst! who/
1

provide substantial subcontracting P pportUnities and/

1
,

technical assistance for eligible minority and female
i

firms.on coneracts listed in B-1 t6 enable the to pay the

cost of providing the'technical 4sistance, / i

'i.-.' - 3-.--OMBE should give direct-grants tot/minority and fem4le

,
I

,

firms whose staffs need training participate efifect-
/..

' ivety in prime contractsnoted iii B-1.

i-
,

,

C. Federal agencies should estatdish priocedures to e followed by

small business specialists arid conttac4ng offiCers for moni-
1

toting conracts for compliance wip the minoriky'siliacontractr
/

, t. :, I
,

in'g clause Agency staffs should-talso be requiired to list

\
, fl '

-prime coriF cts offering,subcontracting
opportOnities and to

-,____ F
.

,

, \

collect ciata on the number and0es" of subcontrattS awarded
, \

i

1 1

II

to"minoCties and woMen,
,

/

f D. The Int ragendy Committee, OMBEq and other Fe'deral agencies

:f ,

-:

'L
1

\ It I

, 0ould institute procedures to inform contractors, of their

,..,,

/- i

,

responSibi:litieS\ancrProvide_gAdance for them. '

..-H

,

- , .,
i

OMBE should Compile a compreheisive and accOraie directory of
i

.

mino ity-males to, Supplement e directoryfrecoMmended in IV

,.. . \
1

B7.5.
t

\ ,

,

\

.
, I ..

\ \ I
,I

-4

"I
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STATE AND LOCAL CONTRACTING

A. State and Local Goverdments

-1, Within 5 years, State and local governments should; increase the

number and. total dollar value of contracts and subcontracts

awarded to minority males, minority females, and nonminorityy

female-owned firms to. an amount equal to'their representation

in the business communities of each jurisdiction.

B. Federal Action

1. The Interagency Committee on Minority Enterprise and GSA should

monitor Federal agencies to determine the extent to which they

are requiring State and local governments to establish con-

tracting programs for minorities and Taken.

2. OMB should amend the minority enterprise provision of Circular

A-102 to require State and local governments to increase con-

tract awards-to women as well as minorities.

3. Federal agencies should enforce Federal policies and procedures
. -

designed to stimulate theAevelOpment of special contracting

programs by state and local governments, including affirmative

action' programs required by Executive Orde,11246 as amended

and Circular A-102.

4. Agencies responsible for monitoring-agency entorcement,of

Circular A-102 and the Interagency Committee should develop

a syStem for the uniform collection and reporting of data,

cross-classified by face and sex, by FederaIcagencies on

contracts awarded to.minorities and women at the State and

local level. Federal agencies administering grant programs

should require all State and local grantees to comply with

the reporting requirements.

138
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C.' State and Local Action

1. State and local governments shOulct,establish -special' contract-

ing programs to increase contract awards to minority and-
-

female-owned.firms. Jurisdictions_ that -have sOetialprogramt

for minorities only should extend-their coverage to include

women and increase resources 0 accommoadtethem, without

thereby diminishing resources/for minorities..

State and local legislative bodies should' amend statutes and

charters that require competitive bidding in all circumstances

to permit the selected negotiation of contracts without com--
4

Ipetitive bidding.

3. ;Training programs should be established b,y State and local

governments to educate contracting officials to the needs of

minority and female-owned firms and-the,benefits of contracting

with them, dispelling the unjustified, negative perceptions

!concerning the -productivity of such firms«

4. Rigid prequalifitation standards, .such af requiring firms to

have been in business for a year in orcl5r to bid on State and

local government contracts, should be Oolished'where it is

demonstrated; that -SUCh PiaCticts are_ndt.essential to good

contract adininistration. I

State and local legislative bodies and(executive officers

should support minority and4female bOiness development by

allocating sufficient staff resource4 to assist the firms,

county executives, and mayors should review existing

procurement laws,of their jurisdictions and determine-the

extent,to which these laws permit the establishment of ton-

programs, the,executiyeS should propose

con -

programs. If there is no authority for con-

6. poverpors,

tyact set-aside

fact set -aside

"'legislation for such authority.
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In theabsence of legislation authorizing contract sei,:aside
.

programs, State and local government officials should demon-
r

strate a commitment to foster minority and femal5 business

development by establishing minority

informationat,programs. They should

\

and female

also carry

vendor and

out the

Develop lists of minority \and female-owned.firms'which-are
to receive copies of all invitations to bid.

Publish:in minority and female-oriented media. acid trade
associations notices. of invitations to bid, and the names
of departments and purchasing offices and goods or
services to be.procured.

Initiatesspecial efforts to prequalify minority and female-
owned businesses for bidding on Stateand local contracts.

Recruit and employ minorities and women-and,other individ-
uals who are aware of and sympathetic with.the problems,o
firms owned by minorities and women and the need for 4-
hrmative action to increase their participation in State
and local contracting. These individuals should be ap-
pottted to-either the executive offites or to each procure-
ment office tooversee special efforts to involve
minorities and women in contraCting

Develop and implement special training programs for
:procurement -office,personnel to learn how to administer
"Special contracting progrAs for minorities and women.

,Conduct seminars to inform minorities And
1

w1 omen how to
prepare bids and proposals in order to se111 to their
State,' city, and local governments.

Establish comprehensive data collection systems that would
cross - classify contracts by the race and sex of the con-
tractor and by,the type of product or service purchased.

8. State and local governments, in complying With Executive-Order

11246,,as amended, should require that each prime contract

include a clause providing for an affirmative action _plan to

ensure that minorities and women are givenan opportunity to

'bid and negotiate on subc6ntracts.
.
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States without offices of minority busines's enterprise should'

establish Trogramsthat cover both minority and female-owned

businesses. States with OMBE's should expand their scope and

increase their resources to inciude women.'

10.; State °MBE's should encourage the exchange of information'on

special contracting programs between State and local govern-

meats thrp0 national associations, such as the League of

Cities.

$

Kt
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APPENDIX A

bITHOD91,99y FOR SURVEYS OF FEDERAL, STATE, AND LOCAL
GOVERNMENTS ; AND INTERVIEWS WITH: MINORITY-AND-TEMA-LE

.OWNERS AND.--MANAGER5 OF BUSINESSES

142
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SURVEY OF FEDERAL,AGENCIES

The Commission.surveyed 10 Federal agencies and offices responsible

fqr Ifidian programs, the Bureau ofIndianAffairs (BIA) of the Department

of the Interior,,and the Indian. - Health Service (IHS), Department of Health,

Education, and Welfare. -

The 10 agencies were selected on,the'WLis of th ..si;e of their pro-

.curJ.ement-operation and tuer\ reported paYticipation in the rity
\,

Enteforise Program. Agencies that awarded numerous or subStantiarcontracts
-r

to mihority firms in FY 1972 were included, as'well as.those agencies that

awarded eery few contracts to such firms., Since-no data were kept_which

would indicate which agencies awarded contracts to firms owned by women,

agencies contracting for goods or services likely to..be provided by__

female-owned filrms were_inoluded., Also, a ---C-6r*Ious effort was made to

indluderagencies that purchase a variety of goods and services, including

1

construction, manufactured goods, and.research,'Services.

Questionnaires sent o the 10 Federal agencies, the BIA, and the IHS

requested the f011owing information:

1. The nhmber and dollar.cralue.of contracts awarded to
mino4ties and women, according td construction, manu-
facturing, and service standard industrial classifications.

.

2.. The number and-d6Ilar value_of-subcontraas awarded to
--------

..
._....mino4ties anti women. .

,
t

3. the agency established goals for minority and

-female, contractors.

4. Whethlr theAgency had established, procedure& for iMple-
,

menti1g 'special'contracting programs. ''''

5. . Wheth r the agency had established procedures for dissemi-
natin' information on special contracting programs.- q

e

A followup letter also was sent to the 'same agencies asking whether

they were makin any special effort ,to award Contracts to women and

ftethef they ma ntained data on the number and dollar amounts of contracts

awarded to female-owned fiims.
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Subsequently, interviews were conducted with,53 Federal contracting
e-

officials in headquarters and three regional offices (San Trancisco,

California; Chicago, Illinois; and Denver, Colorado). These officials

were selected, ion the ba

for operating the 8(a),

The objectives of these

ing of how the agencies

sis of their familiarity with or responsibility

minority subcontracting, or Buy Indian programs.

interviews were to obtain a clearer understand -
\

and the Small Business Administrationwere carry-

ing out their responsibility for implementing 4ecial-contradting programs

andto-determine what,problems_they confronted -din doing so.
,'. \

Ten headquarters contracting-officials were interviewed-and asked a
.

4-

aerfes=of questions pertaining to their agencies' contracting 4nd 8(a)

policies. Additional questions focused on three'major areas:
.. , . . . . .

(a Bar;iers to minorities and women in government contracting._

(b) Measures being employed by agencies to assist minorities
and/dr women to overcome these barriera.

17 t
-(c) The potential of firms owned by minorities and women as

government contractors.

The remaining 44 regional and operating contracting specialists
,

we e asked d a series.of 25 questions on operating procedures for the
, ..,

Y8((a), minority subcontracting, or Buy Indian programs. Questions dealt

with the following issues:

(a) Criteria foi Identifying requirements suitable for 8(a).

(b), Whether there were any particular problems_associated. with-
doing business with minority-owned. firms.

_(c) "Whether the specialists could estimat the volume of
business done with female-owned firms.

(d) Procedures for negotiating; pricing, and awarding contracts
through the special contracting programs.

(e) Methods used in determining the level of technical
assistance-an 8(d) firM required.

(f) Methods used in setting annual goals for the spetial 1

contracting programs,

(g) ProbleMs inherent in- the operating prpcedures as they affect
iSBA, the contracting agency, and the participating. fir A.

161 9
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Responses to these questions were in narrative form and were

relied upon in the Commission's analysis of the operation of the 8(a),

minority subcontracting, and Buy Indian programs.

SURVEY OF STATE AND LOCAL GOVERNMENTS

Because of the lack of information -ion State and local programs for

minority and female business development, the Commission sent question-

naires to all 50 States, 51 cities, anti 36 county. governments: The

cities selected were those whose. Standard Metropolitan Statistical Area

.included at Least 500 minority-owned firms, according to the 1969 Census

of'Manority Businesses, An effort was also made tb include those cities

with, a large number of minority construction and manufacturing firms.

Since there were no data to indicate where female-owned firms were

-located, it was.assumed that they also would be concentrated in the

same urban areas. In addition, other areas were selected on the .basis

of having a minority populationof 50,000 or more. -Counties selected

were those in which the major cities were located, provided the Counties

had a separate governmental stricture; The questionnaire was designed

to-determine.whethern

The jurisdiction could-identify minority and female
contractors by sex,,ethnicity,:and race..

2. The jurisdiction was.providing business development
assistance to minorities and females.

3. The jurisdiction had special contrac'tingtprograms for
minorities and women. ;

4. The jurisdiction had developed a special data collection
system to determine-therextent to which contracts were

being. awarded' to minorities and women.'

5. , Legislative or administrative proposals were pending to
establish special contracting programs,for minorities and
.women in the jurisdiCtion.-,.

Approximately 55 percent,,or 76 of the 137 jurisdictions surveyed,

N

ft

responded to the questionnaire. See table 17 for a list of the resporid-

irig jurisdictions.
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Followup'questionnaires were sent to five jurl

1

ictions --all State.
These were the only jurisdictions of.the76 responding to the Commission'

\ 0
,

, 1

,questionnaire that indicated they collected data on contracts-awarded to
1

minorities and women. ;The States were-Ohio, Texas,elashington, Minnesota,.

and'Iiisso1uri. This qu stionnaire requested the number and dollar amounts
, ,

1-of aontractsawarded to\minorities and women, cros-6-olassified by race;
C '. -ethnicity, and sex. ,Genprally, the data received were sketchy, and -:not

cross-cla
%sified.

The Commission condUcted interviews with 50 State and local contrdc-

ting specialists in the 10 jurisdictions with special contracting pro--

gram"S:for minorities and wOmeni The purpose of thbe'interviews- was to

determine the characteristics of tfip piogram, how they were being imple- /
,,-..,' .mented, and whether they were producing results.

163 .

t

4.



Facsimile

147

OMB No 115- 573001

Approval expires Sept. 30',_ 1973
1

QUESTIONNAIRE TO STATE' AND Lqui,

GOVERNMENT-REGARDING TilEIR'GENERAL

AND MINORITY PROCUREMENT PROGRAMS

\\GENERAePROCUREMENT

1. Do\you have a procedure for deteimining the level of minority and J.

female participation in your geia-.al'procurement program (as

distinct_ from any special prograps to purthaSe from minority or

,,

: ,

women suppliers)? .

. ,

S NO

4 "YES," attach a statement explaining the procedures followed.

ASSISTANCE TO MINORITY- AND WOMEN-OWNED FIRMS

2._ ,Does your government assist minority,- and women-owned businesses

-in any of the ways.'listed below? u-
. -.

'a". .. Loan programs yES NO.

:3.'

. i

b: Technical ;assistance YES NO

'; 9(17

c. ,, "Packaging" -'" YES NO

,, d. Other. (Specify) YES NO

Attach a briefstatemen: describing the activities checked.
,

If the answer to. 2. is "NO," does your goliernment pl&I to

establish a policy or program for 'assisting businegses aimed'

by minorities and\womed in the neaefuture?

YES NO

4. If your answer to 3.\is "YES," indicate whether le6islativa or

NexecUtive action is pending%

YES NO

S

207. "Packaging" refers to assistance in the development of business

proposals, .1:resentation to SBA, and the provision of-on-going technical
u--

assistance./
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/
/`

-
Does your governmen have a policy of assisting minority- anal

OEP'women-owned busine6 through a special Coutracting program.

YES . NO

Instruction: If t U answer to question 5. .. "YES;" respond.to
item L8.:.11. If the ansWer to questioh 5. is "NO,"
resp diOnly to items 6-i.

. 2

!LI
6. If-the answer to ;0s "NO.," does your government plan to establish

a pOlicy or prograM Of assisting minority and women business develop-
/1r

ment through spec's1 contracting progr&ns?-

YES. NO

/7. the, answer to" ,nestion 6. is
dr eCutive action! is periding.

"8.

YES., 3 NO .1

.1

"YES," indicate whether legislative

Provide copies or concise statements of your contracting. policies,
3 . ...

programs, and operating anstructions designed to assist firms owned
by minorities ancrwamen.. ..

- a. Ontwhat dahefwas your special contracting pipgrmn
I .

.

initiated?

I
b; 'check berOw

oT relevant'
-.I

(month and year)

the authority for, the program and attach copies
dpcuments.\

( Statute

(2) Regulation

(3) Executi4 order

(4) Administrative ,directive

Does your program_Tor assisting minority- and omen-owned
businesses through'special contracting procedures'; include a
ptovision-for subcontractingt?

YES NO
t

.
. -.

.
k

A minority business, as defined by th,. Small Business Administkation,
bilsiness co+rrrwhich is at reist 50 percent, owned and managed by

individuals froth racial' and ethnic minorities including the following:
Blacks;- American-Indian, Eskimos, and Aleuts; Spanish- surnamed, Americans
(including Mexican'Americans, Puerto Ricans, and Cubans); and Asian ,

11

N,

/

Americans. ,

',/,
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-', d. Does your prograM gor assisting minority- and women-Owned

businesses' include a,provision. for awards to minori Iies or

women °to establish.concesSions on government facilities or

, properties?
. p

I

YES NO
1

9. Which of the following groups' does Your special contracting prograM

se A.. to identify and serve? t 1 /

,

' 2091
o

Blacks ..'
,Spanish-speaking

o

American 'Indians Meii\can Americans

Eskimo: Puerto Ricans

Aleuts
5 Cubans

.

Asian Americans Other Central or South Americans

SPanisOnat speci

Women

Other (specify)

10. AttaCh a copy-of the forms or format used in col ecting data on

the participation of the above checked groups i your special:

a. Prime contracting program

b. Subcontracting program

c.- Concessions progeam r

11. Please provide the following information concerning the person prin-

cipally responsible, for administering your minority,and women busi-

nes6 development program:
4 /

1

Name

Title

'Agency

Ared Code Telephone. No.

09. The categories of Spanish - speaking used here are consistent with

those used in the U.S. Bureau of the Census, Minority-Owned Businesses:'

19692 MB-1, U.S. Government Printing Office, Washington, D.C. 1971.

166
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, ,..

b. ,The size of his or her profOs onal staff:

The size of his or her bud et for the last full fiscal
year (FY 19___): $

1

1.

/

c. The name, title and addres /f his or
,

her superior:

}ti
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INTERVIEWS WITH MINORITY AND FEMALE OWNERS AND MANAGERS OF BUSINESSES

.-,
glie Commissioi utilized' an accidental nonprobability sampling of

, .

; 7 .minority And femal entrepreneurs to obtain their views and impressions

abort the problems\they confront in efforts to ,increase their volume

vernment contracting and,the effectiveness of special contracting

. The interviewees were identified during May to August 1973.

T\e first proh em faced by the project team in identifying the inter.:'

,

viewees,was-to determine the universe of minority and female firms from

,

-1411LtIr-a---setection -c- ul& he made. Since-- the Hureau-of-the Census had

conductec a census f minority businesses, identifYing 322,000 firms
---

(4.3 percent of all, .S. businessesi the Office of Minority Business
----------r---,................, ,,N.Hry.20177m.g.ar.,-.1W-None.....Alm.,,,er Vzvins,-,,-erarnen+ror, e....x.,...rw von.v-wrrert - el..,1g. c.ltym.tr:
-Enterprise 'had funded the development of directories of minority busy.- .

. .

nesses, a comprehensive minority base available. (

-

, . 21,

of*Minority0Business s does not distinguish between firms owned by

minority males and fTales.,) In:the absence of such a known base of

female -owned businssps, however, the team initiated the follbwing steps

to developa universe of firms Owned:by women:

(a)_. TheteAm c ntacted representatives of the Center for Women

Policy Studies, a group concerned with. ex diicrimination
-

in credit; Advocates.,,for Women,' an ,organization urging

governmental programs.: for women in business; the Southwest.

Business Conference;' the As'socidtion,of Indian and Chicano

of g

progr

.
Businesswomen;, the Spokeswoman,- a feminist publicatiod;

the National Council of Negro Women; and. Women in,Con7
,

lV istruction, a group involved n assisting women to become
. N .

jOurneypersonsand subcontractors in the buifding trades

The COmmission's. Women's Rights Program Unit also was :

consulted for ieads'in identifying organizatiOns And.indiVid,
1

ualA that might haVe, or know of,,lists of female entrepre'.

neurs., This effort,yielded little more than the study team's
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being advised of an HEW - funded' study by Wanda Banks Associates

Inc., of women involved in evaluating HEW programs. This 8-

month study (begun in October 1972) was intended,as a "mini:

census" of female-owned firms capable of contracting with

HEW in fields other than construction, manufacturing, and

building service. The Banks study group identified and stir-
,

veyed over 143 women's associations, inclUding the League of
I

Women Voters, the National Federation of Business and PrO-

fesional Women's Clubs, and the National Women's Political

C

t

(c)

CaudUs. They also surveyed some 2,850 local female business;
.

civic; and related organizations for the names and locations

p.,aze.Rr ene female:.

government contracting potential were identified.

The Small Business Administration's directory of firms

approved for 8(a)` contracting was screened for all businesses,

naming female principals. Of the 59 so thought to be female-

owned, 38'were verified through telephone inquiries to, be

'fethale-owned.
. ,

. A list of 125 feMale equal opportunity loan recipiemts, nom-
-,

piled by the SBA, similarly was revied. This yielded three
. - . .

firths with which the government might ontract.

Letters requesting,. lists of female-owned firms that had filed-

prequalificatiOn forms ,for submitting bids were _sent to 10

(d).

TR^ A.11Fina

Federal agencies responsible: for
, 0

contracting. Only HEW had taken

mation by issuing a contract for

most of the, government:s

,steps to obtain this infor-
.

the-development of a direc-
-,

tOry of female-owned firms which either had obtained contracts
2

with HEW or had the potential for contracting with the Depart-

ment.
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0

ti

t

(e). A roster containing an additional 99, primarily:b1ack,' women

owners of firms was secured from the report .of the OMBE-

sponsored National Conference on Business Opportunities held
4

in June 1972. Twenty new firm6 were identified as capable

of contracting with the GoVetnment.

A total of 324 feMaleTiowned films were listed but after adjustmnts
c.v

to eliminate duplication among the various lists-, there we're 283 fethale-
\

-1wned firths. Of this total of-283, 120 were considered to have the

capability for government contracting. ..

2. Next, the project team determined the number of minority.and female-

owned limp whose business
d
(goods and services sold) conformed with the '

--industrial classications in_whiah_gavern7gas_cotragt: As a result, '

retailers and wholesaler's, among others, Nfere deleted ft:om the 322,000
-,:

total minority-firms and the 283 total femdIe-OWEed-fititS-0--entified-by-
1

, the Commission. This was easily dope for minority firms covered by the
T.

Census of Minority Business, since it. promides tabulations by standard

industrial classification. ( See table 184) Despite the-mmalluniverse
&

of known female-owned firms, the absence of a, census made this step'more
,

c s , s.

difficult than-for male-owned firms. However, from-the varioug lists,
. .

120 of the. 233 female-owned "firms. were in the proper industrial elassifi.,_
/ , .

.

..

,.

cation' for government contracting,
1

3. To select potential interviewees, it Was necessary to refer to yeti.-

ousdirectories of potential minority contractors,ssince the Census,

toMpilation,of minority businesses did not .identify `firms by name. Over
.

Odoo minority businessesi.e.. thosein the aPpropriate industrial.
. .

1

classifications--were found through SBA'S list- 3(a) Contractor-eli-

gibles, Try -Us (a directory of minority'manufadtots), HUD's minority
s..

contractor construction registry, and McDonnell Dpugras' registry of

minority contractors. (The 8(a) list was used in identifying 38 female- A

owned firms. Try-Us,and the,McDonnell Douglts and HUD registries were

not useful in this regard.)
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c Table 18. MINORITY (MALE AND .FEMALE) FIRMS AND ftMAIAINdRITY AND
WHITE) FI ,IN RE VANT MAJOk STANDARD INDUSTRIAL CLASSIFICATIONS _
INTERVIEWE BY_THE__COMMISSION.

,- ....

.
'o, of No. of Female No. Female

,. -'

Nonminority-'Industrial Minority -Owned Minority-Owned
tiris Firms _ 04ned FirthsClassification

1
I Total N . Inter- Total ..No; Inter- Total No,'Inter=

iewed .-------- viewed Viewed. 2_ c__

Construction 29,695 23
6,
- -

-5 4
Manufacturing' \,,8,01r6 26 . -6 2
Service - 49,416 27 80 11 29 , Z1-Concessions=
.(Service)

Total 87,12'

s.

Indicates tOtali -no. of minor ty-owned firms but not identified by male
or female:

t. 'The comparable lists froili h'ich minerity,and female-owned firms

were "selected then contained the nathes ofty500.of 870427 minority-
owned firms. and 120 of 2-831identi iecUlatpale-owned firms.

Tingiy,,the team reconciled 'the loCatfions-.0f the minority -and
NJ-

:N.,*
female-owned firms identified in n1 r above with the eight areas selected

for field visits. The selection of field' sites wis,based upon their'
r

levels of FlOeral regional contracting activity andt\responaes to question-

naires edit to 137 State and local governments to determine the nature,,

and extent of their involvement in minority and female contracting and.

, .business development: Intexview appokintments .then were made with-aa

;many of the female entrepreneurs as, could be located and consented o.

4

be interviewed.

Interviews were conducted with 847-or 1,,percerit--of.identifiec;...

minority male owned firms and_with 20 minolyjemalei-and 21 nonminprity '

females7or34.1 percailt---ef the female* identified by the amthid" on

staff as business owners. (See table 18.) These included 1:3 (34,, er-

cent) of 38 female-owned firms and 78 A.4 percent) of the 1,744 minority

17'
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- A

,.,
. ' A!

.. r

male -owned firms participat ng in the 8(h) prograt. Thele /
e

3
f

o 1. /
interviewst'were Conducted in Arizona, California, Colorado, illinais,. /

^ - New Mexico, New York,.Pennsyl4anla, South Dakota, and-WashiniOn,D.C.
. .*"

1

.,

Arizona and New Mexico were chosen-to inttrView participants in the Buy -1.
,- 1 .

-

Indian program, and New York and Washington, D.C.4 were selected because

the Commission 74afi was able co identify ,mor.a. female -owned -firms located

in the two dities than in Other cities AiCh the Commission surveyed,
i'

;I 1

Finally; /interviews were conqu ted by telephone .tolreach female entrepre-.
'

/
.

neurs located In other areas o the country the Commission staff did not

visit :for onsite interviews. ,

Most interviews were coriaucted in j54dictions which indicated that
f ...

-
i- 9

i
. ! . 1

they had' established special contracting programs for minorities.- Thus,-
:x

f .

since half of the specie State and local programs were in California,/a
I

,< ,

large percentage of the interviews were conducted there. Several retr*lerS

-and wholesalers were choserOpecause
,
they already had government contracts

14 .1 '4.
or were potentially able to\seil to State and local governments. The.

.. .

$

Commission focused, however,\on representatives Of minority and female

construction and manufacturing firths
.

vOther interviews were conducted'

-

'

,.., .

,
il

where govepnment spending for hardwares construction, a0 services-was .

,)
.

subdt4ntial.'.' The Commissioiltried totdeermine why these lritAryieweeg
t- .

were not obtaining more goverInment dontrac. is and,how they 'had lated:"in
,

the special contracting progrlams. (pee the interview guideline for .

minority 'and femaleentrepren urs, page 168).

TYPE AND SIZE OF FIRMS WHOSE OWNERS WERE INTEIWIEWED

The, race, sex,.type, size, and industrial classification of

whose owners were interviewed are summarized in table 19. Tables 20

throijgh 25 show the industrial distribution, grass redeiptsi,and number

of employees of these firms.

r
ya" ./

.

178
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TA LE 19. RACE AND SEX OF THE OWNERS, OF FIRMS INTERVIEWED

.1 I _Black' Spanish Speaking Asian. Indian Other/White 'Total

2 OTC
0 0
2 0'

1/
M4NUF.: 1

I

Male r. 16
, Female 2. ,

otal _

r -

'QONS*R.

.fi Male 10
:- Female N . 2

I Total 12

SERVIOE

Male 17

. 1 ,.. /
k . 8'

4; 0
T ,, 60 /

;-.
9 '.

0
-9

$ , 6'

26
2

28

1 23;
o' 2 0 4,

1 "5 . 0 '`27

.

0 4 0 27
Feniale it 0 0 0 21 32
Total 28. 6 0 4 21 59

DISTRIBUTIoN
AND ,CONCESSIONS

Male 4
Female2_

Total
,TOTAL ; 64.

V

1.1 .

j +3
;

26

(

,
0 .n 1, 0 8"

0 . A. 0 3
,0 _ 2 0 11:

1 13 21 . 125

:

7

k
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. .

(TABLE 19;; ,CONTINUED) 1

p

t
: .

,Y Black Spanish SpeakizgAsian Indian Other Total4

8(a) CONTRACTORS
,i

1 ', -... 0

Mahe n
39 24. 1

Female 11 , 0 0

- w. ,-.Total 50 247 1

BUY INDIAN CONTRACTORS_

Male-
emhle
otal

OTHE1t

Male
r Female
Total

8 2 0

6 0 . 0

14 2 0 '
.

TOTALS
,/,

! a

Mai i 0 \ ' 47 26 '1-

Female
. 17 0 0

Total 64 26 1

Inte'rviews by Program Participation:
1

b(a)\ , 78 ----.---

Buy I.I.Alan 11-Z--

,

All Other ,

.. ,36
s 0

.Tptal-InteKideweep .:1:' 125

I

f

I.

1 0 '65--

?..

1 13

2 ' 1 78.

0 0 10

0 20 26,
20 36

/

10' 0 84

3' 20 41

13 21 i2p

9
2

'11

9

2

11,

4, s

I

O

t



TABLE 20.
(
TYPE AND

Type

Construction`
Manufac taring

Services
'Distribution and

Concessions 11

,164/1

//
SIZE OF FIRMS WHOSE OWNERS 1ERE INTERVIEWED

No. of Firms Averagd Average
No. of Reporting Grossl ' Ng. of
Firms GrosS Receipts Recei4 Employees--

27 26'
I

22.1 i!$595,334
2P 22 1 $552,174, 40..3

75 25 $272;080\ .26.3

i \

6 *$770,00\ *12.7
t

*One company accounts for over 80% of $5.4 mi4ignof total gross
receipts. When this firm is excluded, gross receipts average $215000
and'employees average 7.5.

TABLE 21. SIZE
INTERVIEWED

Income

OF ALL FIRMS, BY GROSS RECEIPTS, [HOSE OWNERS WERE

$0 - 10,000
10,000 - 9_9,9991,

100,000 -499,999
500,000 - Over

Not Reporting

Distribution
Construction Manufacturing Serv'ces

and ConsessionsT°Fal

Total

0

3

'10
0 9

6

28

181

0 1`
i2

13 1 21
13 _______2_,---------3.6-,,,7
15 ,---- 3 ', 27

28

.5'

4

'3



t414*-C

165

TABLE 22. TYPE AND SIZE OF MINORITY MALE-OWNED FIRMS WHOSE OWNERS WERE

INTERVIEWED

Type

NO. of/ Firms

No. of Reprfing
Firms Gross Receipts

23 /23

Manufacturing 26 22
/Construction

Services _27 12

Distribution and
.-Concessions s 8 3

'TABLE 23. SIZE OF

.
Cons truction''

' io;odo
,10,000 - 99,999
i00,000 ~ 499,99,9re

ovgk

Not Reporting

al

THESE MINORITY We

10

0

2,3

Average Average
Gross No. of

lReoelptm Employees

$656,682 2.2

$552;174 40.3

$391,388 40.0

$250,200

OWNED FIRMS BY GROSS RECEIPTS
Distribution 4

nufacturing Seryices and Concessions Total

4 10

'0 11 32

.3
a

t24

4, 9 17

26 27, 84

182

O.
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.

t.0,'' . 4,
w--ety.....wo.. ,

TABLE 24. TYPE AND SIZE OF FIRMS OWNER BY WOMEN WHOSE OWNERS WERE
. ,INAERVIEWED

No of Firms

Type, No. of Reporting
Gross

Receipts

Average
Gross .

Receiptd

Average 4
No, Employees

/Construction 4 $125,00
7

IManufacturing 2.

Services d, 32 161,954 15-6
Distribution &id . .

-Cqrioessions 3
. *1,400,00,0 *11

*brie well established firm, whichWA owned by a black_women, accounted
for, a major'portion of the gross receipts for this category. If this firm
is excluded, the average:gross receipts for the-remaining two firms was
$22,700, and they each had one employee.

4

;. 4

TABLE 25. SIZE OF THESE FEMALE OWNED FIRMS BY DROSS RECEIPTS ,

,

Income ., Construct mip-
ion Services Distribution

facturing. _ and Concessions TO;tal

$0 - 10,000 .4,-
O. ' 1 1

10,0b0 - 99,999 1 - wont :- .6.. ,9 1 11
100,000 -499,999* 2 p:,-i. 12 4
500,000 -Over n" 1 3

i

Not Reporting z -I 22

TOtaI 4' ..7,4t:2 '32 3 41

*Two firms reported gross receipt r of over $1 million. Both were owned
by black women. an



Minority and

'1- Characteristics

Name of firm

.Name 4f offi )cer interviewed

of firm:

167 .,.'

Interview Guideline

For'

Female-Owned Firms' Representatives

Location.

Organizational Form,

Length nfitime in business'

Standard Industrial Classification or- c,opds,or services produced
0

GoodS1 or services

Gross income from salesi:
.4;

produced

1969'

1970

1972

Owned by:Alinority

Asian Aluet

2. Dissemination of Informatil

a. Are you aware of any specifil contracting program operated by
o

No of.Foployees

--g

Women Spanish Speaking

Black American Indian

your:

Stage -- yes -no

County-- yes

ne

184 ,
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s'
b. Are you aware of the following Federal special contracting,,,'

programs:

SBA 8a) Subcohtracting Program 0

Minority Subcontracting Program

,-Buy Indian Act Program

Concessions Program

c.. Row did y8u hear of 'any of these programs?

Radio

T.V.

Busint§s Organization

Government Publication

3. Has your firm ever bidded for any contracts offered by:

Federal Agencies yes no

State Government yes no

o

County Government yes

City Government 'yes

4. Has your firm,been successful as a bidder for.government contracts?
,.

Yes: No

If so, indicate tYle number and dollar aonnnt.of contracts won,

1969

1970

1971

1972

185



169

nave you registered for particrpa.tion in any of the contracting
r 0

r

programs? 4f so, designate iihitb programs:,

FOeral

State,

COLinty

City

Date

6. Have you beerrrejected certification or registration in a special

contracting program? Yes No

a. If so, were you given a reason for.the rejection? Yes

b. If a-reason were given for your rejection, please describe'the

reason/

.10

7. Hive you or members of your fixu hadoany difficulties understanding

the procurement regulations? Yes No

explain your difficulties.

\If so,

186

a
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8. If you have lost contract bids, which ,reasons are most often giv-

for yournot being awarded contracts?,

Track -record

ExiSertiseire*cord
,f

1
,' Lack of working capital

Insurance and bonding

9. Generally, have you been a successful bidder for government contracts?

Yes No

10. ,Are your government contracts for periods of:

Under 6 mos.

6 mos. to 1year'

1 to 2 years'

/Pier 2 years* z

11. Do you believe that Minority and/or Wo.lien-owned firms are only

invited to hid on contracts to provide services to :minorities .or in women
.. -

related area ?\ ,f,
Ai.

t 4

Yes No

'If yes; oxplain.\

,/

1 f.

4
1

40.1.

187
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12. 'Do you ibelievethat specii). contracting progams-as they are presently

'erated,aA 'helping minority And women'-owned businesses (those who are

covered by the program)?,

,Yes No

Please explain your answer.

14. Which programs are the most h 1 ful.?

. ,

. 8a 'Subcontracting

Iliprity Subcontracting,

'Buy.lndian Program /

-State Programs

County Program's

City Programs

I.

4

14. Do you find it necessary to obtain,performence bonds as a condition

to your' being, awarded a government contract?.
\

No;Yes

yes,have you applidd for the SBA Bond guarantee? Yes

-b., If so hasSBA bondin3 prograrli,been .heliqu iii
. o

-<7- ----T.-- __,*
bondiag problems? Ye.S .1- Not

-,. 488,

solving your

r'

///
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more strirlgent criteria on minority and/or woman owned firmS in contract

a

Comments!

I'

r 172,

t

1

15. Do yOu believe that government contracting ()Lacers and Specialists'

impose more stringent CriterjA in the bidding and selection process, on.

I:Minority ,..nd/or .domen.firms'?1

Yesa

Minorities
-

NO
PI

Women

iNoYes

)
If so, how, are these more strin ent criteria manifested?

.*°

16\. Do you belleie government contracting officers and specialists'impose

administrationi

Minoritins

Yes No,

Women

Yes No

i
(...' .

.

If s , bow ate these more stringent criteria manifested?
---'

189
"1"....t

f



6

0 -

; e 3

17. Which. of the following problems have you encoun Bred in the

of your government contracts :

eration

Failure tosnnderstand what was required of yoU?
»

:-

., /.

"
. Failure 1-o unders,tand government contracting,regUlaticins?

.

/ 1

C. The demonstration of hostileaftitUdes towards your company by

i

government" r4resehatativei?

a. Slaw approval iof your in;ioic0 and late payments?.

f; '',1' ..% ;

, e.. ailure

N

to Obteiii an
advance?o

,
...

, ,

_ i

In which sector did 'you-encounter the4e difficulties? Federal
i

State', County City

fi

Comment:

tt

1

190
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i18. 4Which of the follcraing are your 3.major -pi)sitacies obtain.9g,moce

governs enp contract".
a f

a. UricierstandilY.2g govenircent contra4ing procedures? .

.....1 ' ,
21b

No knowledge of ,fliture bidding. opportuiC ties?.. .>
,

,---- . InadeqUate r44rketing, st;af'f?
- .,

d. Inadequate tr'ack record?
_.. ,.

f.

.1,44

/

e. Overbidding?---
. ....

4f.' .Insufficient----work-ing,"

Bonding?

*..

1 .

... .

. ,

capital? :
, . ..., 6

* g

- 4
,

-.... .t

11;; Pre aratiori of bias and proposals?
. =,.. -...__ ' .. . .

..i.
4

Iria equate staff ? ---___ , ____

,,, -----.. - l . .
-O

*the formalj. Pre ellection before bidding process? ,

'. . .

,.---, --- . .Cowin ent , .
-------... ... . -1 .

--..., ?..,

.
-___----

..... '..- .

.
. \

, .- ...
I

.

. -
.. .- ....,. ,

, .
._,

. f

. e. . .
. ... .

......._ - 4

..

..

".,. _

,

. .
, . .

,_._.
.

,,,,
. _ , __

C ...1
4

. -

.

42,

.

.
. ..

,

I .
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i 19. iyhat-lwould_)ou recommeM to increase the number
,

a.r.d volUme-of
, .

., ._4 1 ---,__a---.-=------_------
4contracts'awarded to minority and women -owned firuisYv

,

!. '

, _

, t"
-

.

,i
I 4 I

al# wit fs

'A

. '

4.

t.
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DISTRIBUTIONOr(CO/VRA 'SPECIAL BY SEX, RAGE, AND -GMDE.
IN-. NINE SELECtED,FEDERAL 'AGENCIES
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Table 26. DISTRIBUTION OF CONTRACTING SPOIALISTS BY SEX, RACE,

AND GRADE pr NINE SELECTED FiDERArAGENCliEg

' . Department Of-,Deflense

Employees by Race!and Sax
'

Total Percent_ _ --

-_GS-16-18 ---Ttit-al 20 .100:0
116nminority

___

Men". 20 ' 100.0
Minigi4Y- Men ; -- t

'1,1.nority Women

Nonminnyity Women ,

GS 13 -15 ° Total 5,r 2,317 100.0
, Nonminority Mn e' %,2,186 94.0

.

Minority Men s, 53 , 2.3
- c .

Nonminority Women \ 76' 3.,2

Minority Women - 0.10.

G'S\9-12 , total 8,139 10010

' Minority Men
y 5, 64ct,,,.., 6943i NonminoxitMen

,. --::4§ 6- 116
,

Nonminority Wom n - ..*:"--,. ,7942 ti 23.9
: e

Mindrity Women 3 . pt
. .t,

o : GS 5-8 / Total
..

1,50 \1004g'
Nonminority Me 636 -':,. 42. J

Minonity Men. 50 r.-'4,---3. 1

Nonminotity omen t 697 46.21

Minority Worn. n 125, .,- 8 .,8

i

1

, 7 N ,

De artm4nt of 'A ricult.ure %,., ii 1

f

. . . -

GS 16-18 , --\ -,
t_d

. . l.

y Men
,.

..

Minority Men
4

i..-
*'''1 .;

1

\
' Nonminbrity Women' :

Minor3* Women i'',' i
,

b- 0S )3-15 sNot'al ', 37 ',10.0i
s Nonnipiority Men /29 78.4 i

\ Mino ity Men 6 " 16.2

, \ - No inotity ,Women 22 ,5.4

y Mi rity Women __ .

-

GS 9712, Total 328 190,o
. Nnminority M,i'n 279 '85.;1

,'
Minority Men 28

Nonminority Wome 9 2.7,'

, It
Minorit -n 12 :' 3.7'::

',..tt,y
, GS 5 8-', otal 53 - 1 0.04mA

',-,Nonnitnority Men 24 .3
",,,..Minoiity Men 5 9.4

0 1.7.Norgiiinority Woman,: 22 41.5
\MinOaty Wpmen

,..
2 , 3.8

. .
\ \

r4eho..

b
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TABLE 26 (Continued)

178

S by Race and Sex ,
0

Department of Health,

GS 16,18

GS 13-15

'GS 9-12

9S 5-8

Total Perdent

Education', and Welfare

Total
Nonffiinority.Men

Minority Men.,
Nonminority Women'
Minority Women

/
Total

Nonminority Meu
Minority Men
Nonminority Women
Minority Women

Rita'
Nonminority Men
Minority Men

100.0
83.3
4.4

'9.7
2.6-

100.0
_ 54.3

12----"" 7.8

Nonminority Women e,-----16 30,1

Minority Women. - 12' 7 . &

Total 42 100.0

Ncinmlnority Men 9 21.4

Minority Men. 3 7.1
/

4.Nonminority Women 23 \54.8

Minority 'Women ' 7 46.7

i . #

DevelopmentDepartment of Housing and Urban

GS 16-18 Total
Nonminority Men
Minority; Men

N9nmin6rity Women
: Minority Women

fl

GS. 13-15

-GS 9-12

Minority Meng

NOntinority.yomen
Minority Women

Total :\

Nohni/tority Men

Minority Meh
Nonminority omen

Minority Women
Total

Nonminority Nen
Minority Men
Nonminority Women
Minority WOmen

O

Is
'14

0

1

0

18

:8

1

6

3

6

1
2

1

2

100-.0

-6.7

196.9 ,

,

5.6

33S
lfi.

.Too.o,
1677 "11
33\23

16:7

l 3S.3

to

9P5'

.

GS 5-8
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TABLE 26'. (Continued)

Employees by 'Race and Sex 1 . Total

Pro teq,tion Agency
\ ,

Environmental

'GS 16 -18 Total
Nonminority Men
Minority 'Men

Nonminority Womeh'
Minority Women

Total
, t).Nonminority 'Men

Minority Men
.7!

Nonminority Women 2'

Minority Women 0

GS 9-12 O. Total

4 NonMinoritY Men 19

yinority
Men 2

'clIonminority Women,

Minority 'Women

Total
Nonminority Men
Minority Men 0-

Nahminority Women 55.6

Minority Women 1 11.],

G$ 13-15

4

-Percent

, GS 5 -8J

GS 16-18

'N., GS 9-12

\

90.'0'

10.0
0

,ioo.o
,67.9

7.1
-2-5.0

100.0-
33.3

#

General Services AdM

(. Total
fioriminorit Men .""7-1.

Anbrity Men
NOnminority Women
Minority AgOmen

I

N:nminpri.ty Men

Minority Men
Ni;nminOrity Women
Minority WOmen /

N f
/Y

114OftmffioiitST Mene(

Mlhority Men
Nonminorie Women

-MJnority,W7en
Tofal,

;1411Minor'1.6' Meh

Worl,tY)ien
\-Nonininorib--Worke&
Minor4y Women,

o

.#1*-

nistration

0

7

,

116 1007.0)

104
3 /20,
9

,

372 1QQ:0
175 47.1

19 /5.1

131 , :35.2

47 12.q-

133' 10Q.0
25. 18?-8

15 11.3

60

33 24.8

196

1
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TABLE 26 (Continued)

Iinployees.by Race a d-e'x Total Percent

1 -Departmen o,f Transioriation
.

. /

GS 16-18 ;'Total ./N, -7 ,

NokfminoritY Men ---.

MI.nority Men *-

Nontinority Women
Minority Women- -- f ---

GS,13-15 Total '.; ' 111 100.0
Nonmini;rifYi!ken 95 85.6
Minority .11n

Nonmiiiority Women 77,Y

6.3
,s 6.3

,

Minoritt/WomeIP ..
.. A '1.8

GS 9-,121 - Tct.al 213 100.0

Nontiriority Men, 129 60.6
Minority 1Men -, 6.1

N8nMinority Women '''/-54 "25,4
Minority Women N 17 I 7.9

_________-GS-5=8 Total- 64 160.0
;Nonminority Men 26 40.6
:Minority Men

i
5 g 7.8

/ Nonminorily Women 27 42.2
* Minority-Women 6. 9.4

ii 1 If

'4 .

Veterans Administration

Total
t

Nonminbrity Men
Minority Men ',

Nonminbidty Women .

Minqr#y Women
GS 13,-15 TOtail

NonminOrity Men
,Minoi4Y , en

Nonminbil y Women
-Minority Women

Zota .
--_,

Nonminb ity.Men
Mnorit Men
Nonmin

4

rity Women
..

F. Minorii y Women,

5-78 ' TO41
':\ NonmObtity Men

Minoiity Men.,

)NopminOrity,Women
11.thprity Women

It
9 100.0
4 44.4

i 5 55.6,

'11$ 100.0
80, 67.8.

%.t: /5.1

25 2r_(21'.2
7 1\

55 '100.0
29 52.7

3 `5.5
" 20 1 36.,3

3 , 5.5

N.

'1.9".Y

ON.



TABLE 26, (Continued)

Employees

42,

181

by Race and Sex Total Percent

GS 16=18

GS 13-15

GS 912

GS/5-8
1

1

b

Deparitment of Labor

- Total
Nonminority Men,

Minority Men
NOnminority Women
Minority WOmelf:::

Total 35 100.,0

Nonminority Men 32 91.L'47'

Minority Men 2 1 X5.7

Nonminority Women' 0
.

1 --"`
Minority Women 1 7''' ' 2.9

Total '47-"-- -.q0',.0

Nonminority Men 19 .,40.4

Minority Men 7 14.9

Nonminority Wome 0.2 25.6

Minority :Women 4 9 19.1

11 100.0,

NonTImbrity Men 3 ' 27.3

Minority Men
NonminOrity Women 1 9.1

Minority Women 7 .63.6

A

4

198,

4
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MINORITY CONTRACTING BY THE GENERAL SERVICES- ;ADMINISTRATION:
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The Interagency Task Forge on Government Procurement estimated
Y

that the General Services Administration (GSA) spent ,$1.3 billion:, or
,- '-',. /

2.3 peicent of the $57.5 billion" spent tor Federal procurement in ` .
...,

.for
. 210

FY 1972, and about 5 percent of nOn-Defense Department expenditures.
/:.",

More important for le putposel'Of this report, GSA purchases cover

almost the entire rahge of consumer gods that the government buys,
,,

frOM pencils, typewriters, and desks to automobiles and buildings.

The agency bhys,stores, and transport large quantities of suppii S t

its,..! ts istores,; which distribute to .other Federal agencies. GSA dn\.()

maintains its own equipment, which consistS)rfMarily of office
i

machines and automobiles, and.builds or leases Federal buildings which
. -

it also maintains. oBy, the nature of this mission, -GSA is'kprime..'
, . .

I

market for most potential government contractors and offers particularly
4!

attractive marketing opportunities for 411 firms owned by minority i
, ..

and female entrepreneurs. :-.- .. '

DIRECT CONTRACT AWARDS TO MINORITYFIRMS I. .
74'7.A. ,' 44'

Figures supplied by OMBE reveal that GSA purchased items-amounqng
'1,

to a total of,aboutf$39 million from minority -owned firms, which .

.211,
accounted' for 3 percent of .its FY 1972 proguremeht dollars; The

figures also show that GSA's FY 1972 direct contracting with minority.

firms amounted to $4.8 million, accounting for only! 16 percent of all its
.

purchasesfromiminority firm's. Thus, 8(a) purchaSes accounted g)r 84,
, 212- -;

percent of .aSilsProqurement from minority firms. ,

The ability of the 8.(a) program to increase minority Participation

in Federal_pracumment is. attested to by the fact that GSA's 8(a)
.

contracts provided ova- $34 m- lliol procurement. dollarS

firms in FY 1972, as compared to'$346,67,6, in FY 1969.

4

)

. 200
k

210., Report on Government Procurement, ;vol. 1, p. 3.
_. ../

211, See U.S.,Department-of Commerge, Office:WMinorEty BusinesS----

Enterprise, Progress Report, 'The Minority Business Enterprise Program*.
(1972), and table, 1 in chapter, 1 of this report. . .

.

212. The 8(a) pragram/does not gurre
Intly

glaisify its_data by_the_sex

of the_awner,_so data are availgtle only for minority participation in
.

to minority

neral.
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Thede figures raise the qaestionS., howev.4r, of whether'GSA's 8(a)

h

record as attained by_the deniat of direct proCurement
__-

minority firms, and whether the agency tends to confin

supgrars to the 8(a) program. The Commission found no

th

contracts

15

dire evidence%

at Ither is the case,, between: the 'amount of 8(a)

and direct contracts indicates that this is, amlatter of concern.
. ,

A more serious concern fot the 8(a) program an4 Minority firms is ,

wh tiller firms that have developed markets With GSA through the .program
- ° ,

11 be able to sell tom the agency directly. This question goes toy
4

e heart of the, prOblem'of the effectiveness of,the 8(a) program. No
t

. ,

ffi igl intarViewewas willing to estimate the

ckmovinf from 8(a) to competitive status, although

firms with good prospects. In general, however, their

likelihood, of firms t

some cited individual

views ;were not

/".4optimistic.
4

_TYPE AND SIZE {OF 80) CONTRACTS .

1 '-
.

GSA is one of the niost effective agencies in terms of.performance'
.,

in lh-6--8.(a)-ptOgram as measured by both contracting efforts

;

commitment to

of GSA'S 8(a)

- 4 I
the program expressed by GSA officials. A ?close analysis

contracting, however, pinpoints persistent problems in
I ,y

and the

,/ , the program's direction.
"Jt.

4

In FY 1972, GSA reported,473, 8(a) contracts amounting to $34.2

'million. (There ware 1,720.Federal 8(a) contracts totaling $153'
.

. . .
,

that year.)
.

xcluding concessions and 2 contracts of
,

401
-...

no monetary value, GSA' :(a) contracting amounted to 401 contracts for

$25.3milli n.
214'

us, GSA awarded 23 percent of all Federal 8(aY
l'

.

million for

1

213. Al references to Er_194-0,4
. .:.

,

Gener Se ces AdMiistratiqn, 8
.__=.___-_ )i7through jilne_30, 1972 (Aug. 144 1972) rather than SBA's totals.

1\ ftOtals are reported in U.S%., Small Business Administration, St
i : Report of 8(a) Contra4s,(Sept. 30, 1972).. The use of this
1

1 is dfscussd in chapter 5. Comparative 8(a) procurement for

-.8(0contracting are based on .S.,

Contracts Awarded Jul '1 1'71

GSA
us

S report
se1ected

Federal.ageficieSiis shown in table

214. :GSA reported-Wkconcessions worth $8.9- million for They
are_excluded-fro -this analysis bedduid the valueS-dre tually projec-.

tions of grOss s les by the contractors rather thin am Lints spent by
GSA to purchase goods or,servicesi

201
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. .
. .

contracts, representing 18 percent of the total do

1973, the agenc awarded 415 8(a)

Tepresenting 21 percent of all 8(.), 0

'total dollar v lue.,

contracts valued

contracts and

,

llar value. In FY"
(

at $35.6 mil, On,'

19 percent of the ,

, As tabl 27 shows,-GS.A.'-s 8(a) contracts are concentrate '-irt the
114

services" In FY's 1972 and 1973, more than half-the contracts, but

less t an one-third' of the dollar value, were aWardedto service
* 0

,industries. Construction contracts accounted for sligtitIy mote thanConstruction
- ... \ G ,

one-third of both-the number of contrac4s:and the dollar value fOr the
.,-

. . \ . - --_,

2 years. a

,t

0,

TABLB 27. 'INDUSTRIAL DISTRIBUTION OF GSA 8(a)

1972,AND 1473 (EXCLUDING CONCESSIONS)

.

FY 1972 ,

CONTACTS:FISCAL YEARS

FY 197a I

Industrial Per ',:Y'1971a:sre

' Category No. cent //''(MillionW
er,

Oanulacturing 56 147./

ConstructiOn
. ,

?'.

. ,Services,

Total .1

.1.57* 39 '

, 188,, 47

461* 100

$0,substriated froni total contract

8.7'

7.9

25.9

Per-
cent

_36%

34,

.30

100

Dollar'
Value -

No.,- (Millions)

45 12.9

Per-"
cent

35%

142 . 14.2 39

228 -9.5 26

415 36, 100

*Contracts listed at -

Source:. Calculated from, US.,General Services ' ministration, 8(a)`
Contracts Awarded- July 1, 1971 ThroughJuna.30, 1972 (Aug: 14, 1973)

'7',
and 8(a) ; Contracts Awafdid Fiscal.Year_19731 (Sept 5 1973.) ,. -

0- , !- ------- 1

2- y

There ar.ie a few manu actuying contracta of rdlately large size,
9

L-- :. . r 1 .-

and many services contras or relatively sMall size, While the vaciue
----- 1

..,,..1

of manufacturing,contract indicates that GSA is providing.signitidant
. /

1

mall service contracts tends
1

opportunitips, the continued reliance on

o-parpetUate the existing industrial dis ributfoniof minority firms.

. r

'

.

215.
.

All references to FY 1913 GSA 8(a) contraoting are based on U.S.,
General Services Administration, 8(a) Contracts Awarded Fiscal Year 1973

(Sept. 5, 1973). A comparable adjustment for concession contracts (26 -

awards for $13:9 million) has been made.. SBA totals diffei very markedly

from GSA's. The overall GSA total used here istaken from U:S., Small
,Business Administration, Status Report of 86)'Contracts Septeinber 1973).

<,
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No

In,Ft's 1972 and 1973,,resppct4.vely, 75 and 72 percentOf-thew

- ,Co tr cts were-less than $50,000, and'only 16 and- la. )ercent of the-

contracts in It's 1972 'end:1973, respectively, were-Over $100.,Q00..
. .

(See table ,28".). ck.*.

Furthermore, despite the fact.that_GSA's 8(a) contracting
--

increased: by more than 40 percent from FY 1972 to 197 the median .

0

Value Of the contracts remained at about $20,000. Tatle,29. provide's,

a rough indication of the relative differences in contract' values in

the different industrial categories. Most ,Feder!al Supply Service

4 (FSS) "contracts are for manufacturing, arid Property-,Management_and,
o g216

Disposal Service (PMDS)-contracts art for. services.

ou
, .N.

Althgh%the Public Building Service (PBS) awards the largest,.

number of contracts, about one-third of them are for janitorial and
,

,,,------,....---,.*,

.
. other maintenance services. Most=of those contracts are valued at

, .

'under $100,000 per #scal year;

construction

Also, a large majority oflits
, ( .

construction contracts are for painting and minor remodeling jobs.
( . . .,

,

'Brief contract deactiptioniVprovided by'GSA for FY.1972 reveal only
.

, 4
`12-. '8(a) contracts for general construction, and all were for ;rather

. -2.- w..

small jobs. Since construction bonding isbased.upon-previo4-atworkt
.

.

the opportunity forminority'firms,,to obtain; larger` constructs n jobs
--

-Is, thus, very limited.2].1
:

,

The statistics inNtable29 Show that, even in ,one of the
rst',

committed andiactiVe agencies,
1

the 8(a) program is limited. Close i

examination of' thethe nature of all 8(a) contracts raises,.doubts_ bout 1

...

1

.

I 4.
,

the effec tivekes of the prOgram in bringing aboLit minority bu
.

w

development. I
i

..,,

,

.

4

a

203
L

. 216. PMDS tota).1 may be overstated because the reported value
contracts!are projections ratherthan actual expenditur

-reorgenization.on July 1., 1973, abolished the PMDS and transfe
activitidi-tootherservices- 4

211. GSA officialatate& that."phased construction" and the
exPension of Federal office space over the next few lears_vill
Mote signi*ficant opporturilties fot minority firms in '8Qt) tont
Jr`direct contracts, and subcontracting.

iness

of many
S. GSA
red its

lanned

provide
acti,
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;TABLE 28. DISTRIBUTION OF GSA 8010,'!CONTRAbTS/Bi DOLLAR VOLUME,
FY 1972,AND 1973 (EXCLUDINGTONCESSIONS)

14*

Values

% y

Under $25,600.

$25,000.50-50,000.

\\' $50,000.50-75,000.

\$75,000.50-100,000.

100,000.50-125,000.

$125,No.50-150,000.

$150,000.5b-175,000.

$175,000:50-200;000.

V00,000.50-225,006. c
$225,000.5(i-250,000

$250,000.5- 275,000.

$275,006.i50-300,000.

4300,000.50-325,000:

$325,000

$350,000.50-375000

$375,000.50-400,000.

Over $400,000.*

Total 401

No. FY 1972

231

9

3

3

5

3

3

Ao-35o,000.

0

1

13

0
23

:

14 3';

8

9
4.

No, FY-.1973

1.1

244

- 56-

9

35

18

11

3.

4 -
7'

? **.

A+ 4

. . .
8

2 -4,

3
2

0

16

415

*The number of contracts over 11.miillion increased i6om 1 in

FY 1972 to 17 in 1973. L

Sble: Tabulated from U.S., Zeneral_Services Administration, 1(!)
Contracts Awarded July 1, 1971 through June 30, 1972 (Aug.,14, 1972)

and 8(a),Contracts-Awarded Fiscal Year lip (Sept. 5; 1973).
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